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EFFECTS OF ADMINISTRATION'S FISCAL YEAR 
1981 BUDGET ON TRAINING AND EMPLOY^ 
MENT PROGRAMS 



MAK('H 7, 198:J 

House of Representativp:s, 
Task Force on Education and Employment, 

commn^tee on the budget, 

Washington, D.C. 
The task force met, pursuant to notice, at 9:30 a.m., in room 210, 
Cannon House Office Building, Hon. Richard A. Gephardt (chair- 
man of the task force) presiding. 

Mr. Gephardt. Good morning and welcome. This is the third in a 
set of hearings on education and employment by the Education and 
Employment Task Force of the Budget Committee pursuant to 
trying to put together the specific pieces of the 1984 budget. 

In today s hearing we will be concentrating on the effects of the 
administrations 1984 budget on training and employment pro- 
grams. We are fortunate to have with us today a panel of local 
elected officials. I would appreciate it if they would come as a 
panel. Paula MacDwaine, commissioner, Montgomery County, 
Ohio, representing the National Association of Counties; Donald 
Frasen a former colleague and friend who is mayor of Minneapolis, 
Minn., representing the National League of Cities, and Art Hol- 
land, mayor of Trenton, N.J., who will be representing the U.S. 
Conference of Mayors. 

We are pleased to have you here. We appreciate your taking the 
time to be with us this morning, and we look forward to your testi- 
mony, at the end of which we will engage in some question and 
answer. 

Ms. MacIIwaine, why don't you begin your testimony? Your writ- 
ten testimony will be made a part of the record and we would be 
happy to have any statement you care to make. 

STATEMENT OF PAULA MacILWALNE, COMMISSIONER, MONT- 
GOMERV COUNTY, OHIO, REPRESENTING THE NATIONAL ASSO- 
CIATION OF COUNTIES, ACCOMPANIED BY MATTHEW B 
COFFEY, EXECUTIVE DIRECTOR, NACo 

Ms. MacIlwaine- Thank you, Mr. Chairman. I am Paula MacII- 
waine, commissioner of Montgomery County, Ohio. I chair the Em- 
ployment Steering Committee of the National Association of Coun- 
ties. I am accompanied today by Matthew B. Coffey, executive di- 
rector of the National Association of Counties. 

(I) 
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We are here today to support Federal job creation. Our Nation':; 
unemployment rate is expected to remair: at nearly 10 percent for 
another year. That means 11. o million people out of work. 

Minority youth unemployment is a staggering 50 percent. M> 
home State ranked fourth in the Nation with an unf?mployment 
rate over 14 percent in December and 712,000 people out of work; 
47,800 live in Montgomery County. Our unemployment rate has 
just been announced as 12J percent. 

We need jobs now and we can't wait. Last fall, Congress author- 
ized funds for highways and mass transit. Most of these funds are 
for equipment, m.aterials, and capital assistance. There is nc re- 
quired percentage for wages, and no guarantee that the unem- 
ployed will be hired. 

Last week the House passed an urgent supplemental bill for 
public works and humanitarian relief. But we also need jobs. We 
need them now, not a year from now. Those who need them most 
are those who have been out of work the longest. 

Simply stated, we want to be sure that there will be a phase II as 
promised, and that this phase II will bring Federal job creation to 
the Socal level. When I meet with the residents in my county who 
have been unemployed, I need to be able to tell them, "I know that 
there will be 10, 20, 50, or 100 jobs tomorrow, next week or by 
Jiine." 

I wish these jobs could be found in the private sector. Even if the 
economy is on the rebound, employment always lags behind other 
economic indicators. 

In Ohio we have several plant shutdowns that we know will 
never open up again. It will be some time before the private sector 
can generate the number of jobs needed in my county. 

I wish that local government had the funds to provide jobs local- 
ly. But several forces have been at work to reduce local govern- 
ment resources to an all-time low. 

We have had massive cuts in Federal aid combined with in- 
creased Federal mandates; higher operating costs; no slackening off 
in the demand for services; a reduced tax base resulting in cash 
flow problems; continued high interest rates for governments 
trying to borrow funds; and a reduction in the attractiveness of 
local bonds. 

Adding to that all of the people who are unemployed are no 
longer paying taxes, so our tax base is being reduced also for that 
reason. 

I wish that training alone would solve the problem. But training 
does not put food cn the table, or pay the mortgage. I do not know 
anyone with a crystal ball who can predict where training now will 
guarantee a job tomorrow. From all I have heard economists say, 
we are undergoing a fundamental shift in our economy. 

The steel and auto industries will come back, but they will never 
again provide the number of jobs they provided in the past. We are 
moving toward a high-tech, post-industrial economy. 

There are graduates from computer school who discover that 3 
months of training is no ticket to a secure future. Training is valu- 
able and will pay off in the long run. But what is needed now is a 
short-term, immediate jobs program. 
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NAC u doi's havf puiicie^s supporting certain prinriples that we 
believe shcmld be ecntained ;n anv job creation legislation. Such a 
bill should- 

Guarantee a (|uick start, usinu local governmenrs as service 
deliverers with exper ience in employment prograns, a proven 
track record, and accountability for public funds; 

Limit the ien^sth of enrollment, and tie api)ropriati()ns to unem 
pl(\vment to underscore the temporary, emergency nature of this 
measure: 

Supplement, rather than replace, existing efforts under tlie Job 
Training Pat tnership and Wagner-Peyser Acts; . 

Provide for the equitable distribution of Federal funds to units of 
general local government based on local needs factors; 

Target funds to communities hardest hit by unemployment —this 
is an essential part of what we i:re representing; 

Restrict hirin|.. to the long4erm unemployed; 

Maximize Federal dollars for joh creation to insure that, for the 
dollars spent, the greatest number of individuals can be hired and 
the predominant share of funds goes for wages rather than materi- 
als; 

Pay people for productive work; 

Permit ilexibiiuy at the local level to tailor the program to the 
needs of the community, selecting from a wide range of allowable 
activities; and 

Balance the needs for infrastructure repair with the needs for 
basic human services. 

For each ^1 billion appropriated, we have heard that 100, 000 of 
the unemployed could be piaced in annual jobs paying $10,0(^0 and 
the national unempioyment rate could he reduced by 1 percent. Es- 
timates as to how nnich Congress is v,'illing to appropriate vary 
frum S4 to -Y'S billion. 

We art' concc^rned that $10,000 a year may be lower than average 
entry level wages in son>e areas of the country and hope that per- 
haps this index can be edged upwafd in such cases. 

Local govornm»ents participated in job creation efforts 7 years 
ago. We set a record then, hiring more than 450,000 unem.{>loyed in 
public jobe between May 11^, 1977 and March 3, 1978. The rate is 
impressive. We could do it again, but we would prefer a more grad- 
ual buildup, and some assurances with regard to liability. 

New job cr-»ation must not come at the expense of current com- 
mitments to job training, at a minimum, we need $2.4 billion in 
fiscal year 1984 for title II-A of the Job Training Partnership Act. 

Of the ^'ZAP- billion, SI. 9 billion would go to local areas, which is 
the same amount available currentiy. Some local areas will gain 
and some will lose, even if the total of $1.9 billion rernains the 
same, since the formula factors have changed and there is no sub- 
state hold-harmless provision. 

In addition, in order to support the new program year concept in 
the Job Training Partnership Act, 9 months of forward funding is 
required. Assuming that at least $8.48 billion will be needed for 
titles II-A. II-B, and III for 12 months, then an additional $2.61 bil- 
lion is required in forward funding. This does not include an infla- 
tion factor of 5 to 10 percent, which should be built into any projec- 
tions. 
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Now I have highlighted the need and our recommendations on 
job creation and on job training, let me tell you a little bit about 
Montgomery County and what we would do if we had some job cre- 
ation funds. 

With past job funds. Montgomery County staffed positions with 
he United Way to handle , suicide prevention hot lines; plared 
teacher aides in the child development center to provide quafitv 
aay care for working parents; hired a driver to the senior citizen 
center to bring the elderly into the center for activities and take 
thena to medical appointments; provided social service trainees for 
the Legal Aid Society, one of whom has since gone on to run a free 
neighborhood law clinic; hired and trained individuals to become 
emergency medical technicians assigned to Box 21 and volunteer 
IT %\/rA''Pu'- recreational leaders at youth camps and 

the YMCA; hired and trained home health aides to go into the 
homes of the elderly and sick and provide care where hospitaliza- 
tion was not necessary; set up a part-time security patrol designed 
to prevent vandalism and crime; and funded a unique program 
called Can-A-Lot, which taught low income people how to can and 
preserve their homegrown fruit and vegetables so food would be 
available throughout the year. 

With public works funds 7 years ago, Montgomery County ren- 
ovated and occupied two floors of the ll-story Riebold Building. 
1 he move enabled us to improve the coordination of county serv- 
ices by locating all the human resource agencies in one place 

bmce then additional funds have become available to refurbish 
the rest of the building what has now become the centerpiece of 
the downtown revitalization project. 

At the same time, Dayton used its public works funds to convert 
a deteriorating old school into a career academy which today is the 
citys principal vocational school. 

Dayton also used public works funds to upgrade street 
sidewalks, and lighting in the Oregon district, an area listed on the 
National Registry of Historic Districts. The citv's investment 
spurred further development by private investors. 

The area has become a major entertainment district with shops 
and restaurants for visitors attending events at the nearby conven- 
tion center. 

In closing, let me add that we welcome any opportunity tc work 
vvith task force memoers further on job creation efforts. We appre- 
ciate the opportunity to appear at this hearing. We look for^vard to 
answering 3-our questions. 

[Testimony resumes on p. 11.] 

[The prepared statement of Ms. Macllwaine follows:] 
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PREPARKD StaTKMENT OF COMMISSIONER PaVIJK MacIlWAIN'K 

i-IR. CHAIR,^AN, ,^Ei^BERS OF THE SUBCOMMITTEE. NAME IS PAULA 
MACIL.VAINE. COMMISSIONER OF MONTGOMERY COUNTY. OHIO, r CHAIR THE 
EMPLOYMENT STEERING COMMITTEE OF THE NATIONAL ASSOCIATION OF COUNTIES. 
I AM ACCOMPANIED TODAY BY MATTHEW B. COFFEY. EXECUTIVE DIRECTOR OF 
- THE NATIONAL ASSOCIATION OF COUNTIES. 
THE NEED IS GREAT 

WE ARE HERE TODAY TO SUPPORT FEDERAL JOB CREATION. OUR NATION ^S 
UNEMPLOYMENT RATE IS EXPECTED TO REMAIN AT NEARLY 10 PERCENT FOR 
ANOTHER YEAR. THAT MEANS 11.5 MILLION PEOPLE OUT OF WORK. MINORITY 
YOUTH UNEMPLOYMENT IS A STAGGERING 50 PERCENT. MY HOME STATE RANKED 
FOURTH IN THE NATION WITH AN UNEMPLOYMENT RATE OVER 1^ PERCENT IN 
DECEMBER AND 712.000 PEOPLE OUT OF WORK. 33.000 LIVE IN MONTGOMERY 
COUNTY. JHE NEEDS OF THESE PEOPLE FOR JOBS MUST BE MET. WE CANNOT 
WAIT. 

LAST FALL. CONGRESS AUTHORIZED FIKDS TOR HIGHWAYS AND MASS TMISIT. 
riDST OF THESE Fb'NDS ARE FDR EQUIPMEM. MATERIALS. Af^D CAPITAL ASSISTANCE. 
T}£RE IS NO REQUIRED PERCENTAGE POR WAGES. AND NO GUARANTE THAT TT€ UNET-PLOYED 
WILL BE HIRED. 

LAST 'r£EK Tl-E HOUSE PASSED AM URG£^fT SUPPLeefTAL BILL PDR PUBLIC ^ 
HUr^ATfTARIAN RELIEF. 

BUT V£ ALSO NEED JOBS. ;€ ^ TKEM NCW. NOT A YEAR FROM NOW. AND 
"mOSE MO NEED TFEM MOST ARE THOSE 'WHO m/E BfEN OUT OF WORK THE LONGEST. 



£??NMENT. 



UR3AN. SL'3UP3AN AND 
3PON5IVE CCUM'^ GOV 
COUNTY G0VE??N.*^EMT3; 

ACT A3 A LIAI3CN BETWEEN THE NATION'S 
HENT; ACHIEVE ='J3L:C UNDEl^STAND I NG OF 
SYSTEM. 



BOUNTIES 13 THE ONLY NATIONAL C'^GAN I ZAT i ON PE- 

:n THE United States. Through its .^e.^bershi^. 

CUNTIE3 ^o:n together to BUILD EF-ECTlVEy R-- 
ThE goals of the ORGANIZATION ARE TO: IvipRQVE 
5ERVE AS THE NATIONAL SPOKES.YAN FOR COUNTY GOVERNMENT; 

COUNTIES AND OTHER LEVELS OF GOVERN- 
THE ROLE 



OF COUNTIES IN THE FEDERAL 



6 



J-Rr -T.ME}. ^* rir^n :j 'r£ UjP£ T-^T THE^ will E£ a "PHASE 11" AS .WIISED, 
A'iL :^nAT r^'-Io "^'.Ax !I" ■■•tiLL H^^I^JG X'B CREATION -j 7HE LOG^ LF-£L. 

4:£:; : ''ET :>£ -T-iDerrG :n iixjfiri have eee:^ jePLOiEi]. i ^jed to 

^ •♦c*^ r\ TELL TiE'i, " I TpAT T^SE WILL 5£ 10. 20. 50 C'R ICC X^G 

I wioH rrCjt jXj'U poa^ in nc -rivate sector, if 
Eaurrr' \z j\ ^r£ 9E3m), r'Pijv>e(T :j_ways lags bghi.^o otick ECCNcr-Hc 

:^iEIi:ATCRS, IT WiL. Ec SOME Tli^ jEPSPE HiE PRIVATE SECTOR (S^ 'SE^EPATE W 

: r-AT L::^^ X'VtFJiCT -AJ] 1>E RI^S to ^^0^I^£ XBS LOGUIY. HiT 
Jc/lHA^ "SP.CES HA\'E EEE'i AT '^RK TO ^'CE LDGU. GC?/EfOT>n- RESOj'RCES TO '^.n 
■'U-\\^ JM: '.:) ^'ASSIVE CJTS IN .^tDERAL AID COfEIfCD WlPn INCREASED FEDER^U. 
mATlS. ^.r^fCR OPEPATI^iS -I^STS. i3) SLAOOIfJG OF IN ]}£ rPW© 
Z^/I.ZS. A =£DX3 TA;*' aA££ ?£Sl.U!NG IN G;SH rLi:W f>RGBLr>TS, (5) GOrfTTNUED 
"la^ iNTt?£ST f^ATES rOrl 'iMPiraiTS TRYIi^^} TO .iORROW FITO. ^ (6) A .REDUCTION 
IN THE ATTT^ACTIVUCSS OF LjG;L 3CNDS. 

I WISH TfiAT TRAINI.Tj AUOrt '^LLD SOLVE THE PROELEM. BUT TPvAINING DOES iNDT 
P'CT RXD Zii rr€ TARf. OR PAY Tr£ ^CRTGA^E, AND I DO iCT KNOW ANVO€ WITH A 
^7uSTAL 3ALL WHO -^^^ PREDICT WHERE TRAINING rOW WILL GUARATITE A XB TOTCfTOW, 
FRC(^. I HAVE HEARD ECCfJOf-USTS SAY. :'.AP£ UNDEKG0LN5 A RMWeH'AL SHIFT IN 
LiJR ECOfOr/. ];■€ STEBL .W AOTO iriT^JSTT^IES OOfE BACK. BUT VtEi WIU. 
AGAIN PROyiCe rr€ NJ-Ee OF XB£ TrCY i^r:vID£D IN J\€ PAST, ARE MOVING TOWA^^ 
A .W TEC-if^ICAL. HIGHLY SKI1_^, ,^T-iraJSTRI/l ECON0f>ri'. T:'£RE ARE GRADUATES 
PROM COfWTER SCm, '40 jrSOjVER 7:-AT THREE .WTHS OF TRAINING IS fO TICKET 
TO A SEORE ,^UR£. TkAIMi^JG IS VALUABLE. A^ Will PAY OF IN THE LONG RUN. 
BUT AiM 15 'EH) :CW IS A S^€RT-TERM, IftEDIATE JffiS PROGRAM. 



lu 



1 

:imj in xe c?£ATm lzgiswticiN. slch a bill m*C: 

i .:i>V^.;vrE A QUIC< 3TART> [;SL^J6 U}C-^ ^'i7;EP^fCTS -V^ ItRVICZ 
:€LIV^:PEIS with E^PERIB^CE in ^'P^OV^jT program, a r^fC^LN WAC< 
.^ECORD. AM) ACCLWAElLir'' POR RjBLIC F'JI)S; 

« LLMIT Tr£ LSCTH CF BJRCUjW. ^TO TIE -WWRIAfia^ TO 

ureP^O^^'E^ TO LTCBSlDRE TI^E TE?PjPj^Y. E>E^-E?JCY ^WTl-R£ CF rrilS 

5 Sli^^e^T, RATHER THAN REF'J^CE. E:<ISTirJG Ef^FCRTS 'JNDER THE 

XB TRAINING PAaTr£RSHlP Mj ^^NER-PEYS£R ACTS; 
d W/IDE RDR THE EQUITABLE DISTRIBUTION OF FEDERAL Fm TO 'iJITS 

Cf '3B€P^ LOG^ GQvERNm. BASED CN LCCAl ^EEDS FACTORS: 
9 TAaiET ''^'JNDS TO OmjNlTlES HARItST HIT BY U^e^U3Y^e^T: 
3 RESTT^ICT HIRirJG TO TTiE LOrC-TERM iie-ROVED: 
« .^VUIMIZE FEDERAL DOLLARS FDR JOB 'CFEATION TO ENSURE WJ. FOR 

Vt£ DOLLARS SPENT, THE GREATEST mm< OF INDIVIDUALS CAN BE 

HIRED m J}£ PREDOMINAJVT SHARE OF FU^^DS GOES FOR 'riX£S RATHER 

TTW^ MATERIALS: 
a PAY PEOPLE FOR PRODUCTIVE WORK, fCT EN^CED IDLEJ^SS: 
« PERMIT FLEXIBILITY AT THE LDOl LBEL TO TAIUDR T>£ PROGRAM TO 

THE NEEDS OF T>€ COmjrJITY. SELECTING FROM A WIDE RA^JGE OF 

ALL3VABLE ACTIVITIES; AND 
e BAL/\NCE TT^E NEEDS FOR INFRASTRUCTURE P£PAIR WPH THE NEEDS FOR 

BASIC Him SERnCES. 
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'IC- I^CrZS:: IS ^;\lJrX: TO ;-ffMpo.iAH z;^,? R-J-l FCtH TO EIGnT 

;p£ 'r^iC£-:G ^-^^^t $10,000 a '/ea^' .'''Af £e l:ve?> th;v. -V/U^a^ 
.-£^Fi .^A"£: IN io-E Ai^£.';s If THE zur?:{ .v^D ^coj •;:}/isE ?rv\T '^rt 

.£^3 'HV^ SlO.aC ^ JOB. ii'vOI T>C£c ^lU. 'Z/'-LE C :f.^^ 

"cT'F'^V't'ii' INSJi^ANCE will '"^^.y r.^\>£S 'M V-EIR L^W^zZ. 

H£7^^ 13. 1977 3. 1973. w£ ^TE IS 1:^-^3::?.^. ^ XJi:: 

^•Ew JOE 7£AT;ari ."^u:? '-€1 art at the e<fe:^2 cf ajK^-a^i ca-i^ir-e^^: ' 

XE ^/.iN!^{3. AT A ,^rN!,m ^£u; 52. us BIL.iCfi !N 'ISC< V^^, 
IIVS INA Of rr€ XE TR^lNifi^ PA^^T!£?£HIP ACT. :^r£ £2.^;^ BILIir/,', 
SI. 9 3IU.IC>^ '.OLD GO TO UXM ^'PEAS, '>^ICH iS TrE S;^ AmT AVAILAEIE 
a^i^tNTLY. SCTE 'jXAL ARE/\S WILL GAIN AND SOTE Will IJSEv z/zJ^ IF tTE TQui. 
'3F SI. 9 BILLia; RG*Ai;C TrE SINCE THE Kmu\ FACTORS HAVE C-A^i^D -VC 

THEPE IS ^0 SL^STATE fOD-hlARniSS F^WISIOf^ 

IN ADDITION. IN (mp. TO SUPPORT ^^€ r^W W;PA^ YE.:f< uC/'CEFT IN P€ 
XB TPvi.IM^ PAf!K£RS^iIP ACT. NI^ ,WrKS CF Flf^-WAftD FUTtDl.^C IS REX'IRED. 
A:>ScnifC' THv^T AT LE/XST $3. US BILLICif^ WILL E DEEDED TITLES H-A, i:-5, 
■AMD III FIR r^VE ,WHS. JhEH ADDITICrW. $2.l1 LILLIC^^ 11 -FVJFE^^ IN 
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Fmm rmm. this does not include an hirajicu faotr qf 5-10 percbt. 

'.-^ICH SHCi'LD BE BUILT imO .^^ PRaJECTIO^iS. 
JO BS TO 3E DONE 

NOW I HAVE HIGHLIGHTED THE NEED AND OUR RECOMMENDATIONS ON 
JOB CREATION AND ON JOB TRAINING. LET ME DESCRIBE OUR PAST 
EXPERIENCE AND WHAT WE WOULD DO IN MONTGOMERY COUNTY IF WE HAD 
JOB CREATION FUNDS: 

WITH PAST JOB FUNDS. MONTGOMERY COUNTY,.. 

0 STAFFED POSITIONS WITH THE UNITED WAY TO HANDLE SUICIDE 

PREVENTION HOT LINES. 
0 PLACED TEACHER AIDES IN THE CHILD DEVELOPMENT CENTER TO 

PROVIDE QUALITY DAY CARE FOR WORKING PARENTS. 
0 HIRED A DRIVER TO THE SENIOR CITIZEN CENTER TO BRING 
THE ELDERLY IN TO THE CENTER FOR ACTIVITIES AND TAKE 
THEM TO MEDICAL APPOINTMENTS. 
0 PROVIDED SOCIAL SERVICE TRAINEES FOR THE LEGAL AID 
SOCIETY. ONE OF WHOM HAS SINCE GONE ON TO RUN A FREE 
NEIGHBORHOOD LAW CLINIC. 
0 HIRED AND TRAINED INDIVIDUALS TO BECOME EMERGENCY MEDICAL 

TECHNICIANS ASSIGNED TO BOX 21 AND VOLUNTEER RESCUE GROUPS. 
0 PROVIDED RECREATIONAL LEADERS AT YOUTH CAMPS AND THE YMCA. 
0 HIRED AND TRAINED HOME HEALTH AIDES TO GO INTO THE HOMES 

OF THE ELDERLY AND SICK AND PROVIDE CARE WHERE HOSPITALIZATION 
WAS NOT NECESSARY. 
0 SET UP A PART SECURITY PATROL DESIGNED TO PREVENT VANDALISM 
AND CRIME. 

0 ruNDED A NON-PROFIT PROGRAM CALLED "CAN-A-LOT" WHICH 
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TAUGar. LOW -Xf^COME PEOPlE HOW TO CAN AND PRESERVE THEIR 
HOIC GROWN FRUIT AND VEGETABLES. 
WITH PUBLIC WORKS FUNDS SEVEN YEARS AGO... 
0 ,^0NTGO,^ERY COUNTY RENOVATED AND OCCUPIED TWO FLOORS OF 
THE ELEVEN STOREY RIEBOLD BUILDING. THE MOVE ENABLED 
US TO IiTROVE THE COORDINATION OF COUNTY SERVICES BY 
LOCATING ALL THE HUf^AN RESOURCE AGENCIES IN ONE PLACE. 
SINCE THEN. ADDITIONAL FUNDS HAVE BECOME AVAILABLE' TO 
REFUKBISH THE REST OF THF BUILDING. WHIfH HAS BECOME 
THE CENTERPIECE OF THE DOWNTOWN REVITALIZATION PROJECT. 
0 AT THE SAME TIME. DAYTON USED- ITS PUBLIC WORK FUNDS TO 
CONVERT A DETERIORATING OLD SCHOOL INTO A CAREER ACADEMY 
WHICH TODAY IS THE CITY'S PRINCIPAL VOCATIONAL SCHOOL. 
0 DAYTON ALSO USED PUBLIC WORKS FUNDS TO UPGRADE STREETS. 
SIDEWALK,^ AND 'LIGHTING IN THE "OREGON DISTRICT/' AN AREA 
LISTED ON THE NATIONAL REGISTRY OF HISTORIC DISTRICTS. 
THE CITY'S INVESTIMENT SPURRED FURTHER DEVELOPMENT BY 
PRIVATE INVESTORS. THE AREA HAS BECOME A MAJOR ENTER- 
TAINMENT DISTRICT WTH SHOPS AND RESTAURANTS FOR VISITORS 
ATTENDING EVENTS AT THE NEARBY CONVENTION CENTER. 
IN CLOSING LET ME ADD THAT WE WELCOME ANY OPPORTUNITY TO 
WORK WITH TASK FORCE MEMBERS FURTHER ON JOB CREATION EFFORTS. 
WE APPRECIATE THE OPPORTUNITY TO APPEAR AT THIS HFJ^RING. WE 
LOOK FORWARD TO ANSWERING YOUR QUESTIONS. 
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Mr. Gephardt. Tr ank you very much for your excellent testimo- 
ny. I would like to say that Mike Lowry of Washington has joined 
me as another memDer of the task force. We are happy ro have 
him here this morning. 

No-'V we would like to welcome Donald Fraser, mayor of Minne- 
apolis. Happy to have you here. 

STATEMENT OF HON. DONALD FRASER, MAYOR. MINNEAPOLIS. 
MINN.. ON BEHALF OF THE NATIONAL LEAGUE OF CITIES 

Mr. Eraser. Thank you, Mr. Chairman, and members of the com- 
mittee. I would like to submit my ^r^epared statement for the 
record. 

i will just touch on a few points which we think are important. I 
am chairm.an of the Human Development Committee of the Na- 
tional League of Cities, I should add. 

We spent a considerable amount of time yesterday at the board 
meeting of the National League of Cities discussing the problem of 
unemployment. I hope that my statement this morning will reflect 
tihe decisions taken yesterday. 

The League believes that there are at least three steps that need 
to be taken with respect to the unemployment problem. Our most 
immediate need, and this parallels the testimony you have just 
heard on behalf of the count , our first and most immediate need 
is to put as many people back to work as possible. 

We think this requires the enactment of a public service employ- 
me.it program. 

The second, for the longer term, we need a national employment 
strategy or policy which will pull together all of the different Fed- 
eral policies that impact on employment. 

Third, we need a system of employment development that per- 
mits integration of the programs administered at the local level to 
a far greater degree than possible today. 

Let me elaborate briefly on these three points. First, on public 
service employment, we know of no way to get people back to work 
more rapidly than through a public service employment program. 

We have looked at the emergency jobs program that the House 
voted last week. We think it is a good program. It adds additional 
Federal funding to some 46 existing Federal programs. While it is a 
good program, most of the jobs created will be what we call hard 
jobs. They will be jobs involving mostly skilled people. 

The numbers, aggregate numbers of people who may be em- 
ployed on account of that legislation. I would judge would not 
exceed 200,000 across the Nation. Nonetheless, the purpose for 
which the funds would be spent out of that program are all impor- 
tant and useful, 

I hope the legislation is cleared by the Senate. But that still 
leaves most of the 12 million people unemployed in the United 
States untouched. 

This is the reason that we strongly believe that we need a public 
service employment program. It can be put intf. place rapidly. 

In the resolution adopt.'d yesterday we called for pay levels that 
would be at the minimum wage or above. We specifically do not 
think there should be a prevailing wage requirement for this kind 
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of an emergency jobs program. There should be maximum flexibil- 
ity at the local level, perhaps even creating short-term jobs, rather 
than year-round jobs. In that connection, I would like to cite the 
experience we have had locally in our city. 

We have had the benefit of two grants now from the McKnight 
Foundation to create short-term jobs to put people to work. What 
was required u ider that program was that those who wanted to get 
a job had to be not only out of work, but out of access to any kind 
of public assistance. 

We said that they had to be unemployed for 30 days. We had 
thousands of calls for the 300 or 400 jobs we were able co create. 

Ninety-eight percent of those who were employed had earned less 
than a $1,000 in the preceding 12 months. Most had been unem- 
ployed for most of the year, and most of the workers who were em- 
ployed turned in a good job performance. 

A number were able to get permanent jobs as a result of this 
foundation-funded temporary jobs program. We have gotten a 
second grant this year for the same kind of effort. This time the 
grant is $P/4 million. 

We got 4,000 calls for what will be 300 or 400 slots. We are 
having to turn down all of the rest of the people, and this time we 
said people must have been out of work 90 days. 

We think these kinds of short-term programs that reach the larg- 
est possible number of unemployed is the right way to go. So we 
would like to see the Federal Government provide moneys through 
a public service employment program with maximum flexibility at 
the local level. 

We believe this is the most effective and immediate way we can 
put money in the pockets of people now in deep trouble. 

On the second point of developing a national employment strat- 
egy, and this is really for the longer run, we need to begin to em- 
phasize the importance of employment in the same way that we do 
capital investment. 

We provided accelerated depreciation; we have provided invest- 
ment tax credits for physical plant and equipment. We think it is 
time now to begin to address the development of human resources 
with the same magnitude of concern. 

We believe that private industry should be given significant tax 
benefits for training programs which they already provide, but 
v/hich we believe could be usefully expanded. 

We believe the private sector needs to be more closely tied to the 
whole educational program systems in our State and local levels in 
order to make sure that the people who are graduated are pre- 
pared to enter the work force. 

The third major point, and this is, again, in the longer run, al- 
though we need to keep working at it, and that is to try to inte- 
grate the tools that we have so that we can work more closely to- 
gether at the local level with the various programs, and with the 
public and private sector. 

We have some unique efforts underway in our city, bringing the 
public and private sector together to work on employment pro- 
grams. We need more flexibility in the various kinds of programs 
that provide resource transfers, provide training moneys. 
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In other words, we need to be able to design the most optimum 
kind of jobs and training program at the local level that we are ca- 
pable of designing. We should not be constrained by rigidities or 
regulations that are imposed unnecessarily at the Federal or State 
level. 

Mr. Chairman, I am going to stop with that and would be de- 
lighted to answer any questions. 
[Testimony resu-nes on p. 2o.] 
[The prepared statement of Mr. Fraser follows:] 
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PREpARtD Statement of Mayor Donaij) Fra^er 
Mr. Ch^irr.ar. A-d Meirjiiers of the Task Force. y am Donald 
rrjser, Mayor of Minneapolis and chairr?.an of the .National 
League of Cities Huz^an L'evelopr.ent Coir-ittee. I an here today 
to testify on behalf of NLC and the 15,o:d cities we represent. 

I would lik^ to divide r.y statement into three major 
parts: [I] the appropriate fedoral response to the i-.-ediate 
proole- o: over :: -::i:on unemployed Ariericans; (2) stratc-^ies 
invc.vir.:: :e-.-..-_u oi goverr-.ent, tne private sector, and 

cur ec '-r^:^:; syster^ in assuring the long-tern: growth and 
ccT.petitiveness of the .'mericar. workforce; and (2) the 
relationship o: e:::p loyr^ent . robler:s and solutions to other 
occncr-.ic policies. 

(x; Short Terr. Response to 'Jne.Tr, Icyment 

I believe it is accepted f^ct tl^at the least expensive 
and :r^ost efficient way to put large nurrj^ers of the une-plcyed 
to work '^uickly is to enact a subsidized lobs program. 
The controversy begins when deciding who i^hould run such :t 
program, the kinds of work to be done, the wages to be paid, 
who should be hirei, for now long, and net least, how such a 
program shouli be fmc^nced. 

Given the magnitude of national une-- loyment and the vast 
array of unmet needs that exist m every ctrnmumty, we believe 
Congress should guickly enact a public service employment 
program as cart of its strategy to o^dc^es^ national unemploy- 
ment. We believe that any legitimate entity which hires 
people to pro'.'ide services or produce products should be 
eligible to apply t:r funds. Federal, state, and local 
governments, educat n agencies, special purpose districts. 
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corvTiunity-based organizatior.s , and the private sector, if they 
can denioastrate that ii. is a 30b that vould ctheru-isG not be 
done, i^houid be perr.itled to apply for funds. 

State and local governments have had recent experience 
ai:~.inis ter ing a federally-funded PSS prograr.u While I cannot 
speak, for the states , local covernjnents have continued to 
operate ]Obs pL*ograr>:s--at vastly reduced levels--vith '..'hatever 
locally generated resources were at their disposal. 

I vou Id like to share n:y experiences in this regard tc 
ann-^er t:\e questions p^^sed above . Minneapol is and St. Paul , 
for tne past tvo years, have sheared a grant from the McKnight 
Founaation which ve have used for shori-tern job creation 
prograr-.s . 

Wg are. putting our McKnight- funded employees to v;ork in a 
variety of local government, community-based organization, and 
private sector enterprises. Given federal cutbacks in funding 
for social services programs, coupled with the high rate of 
unemployment and the consequent reduction in local revenues, 
there are m.any netds being met that otherwise would remain 
undone. Our McKnight employees are working in the cormnunity 
leveiopTient agency, in our parks, and in our public housing 
projects doing maintenance, repair, and rehabilitation 
projects. C30 employees are providing da^^ care to working 
heads of households, in local health care ^jrograms, and in 
community neighborhood centers which provide emergency food, 
counseling and neighborhood support and other needed human 
service.^ , 
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In addition to the subsidized jobs program, ve are also 
experijnenting with paying wages for private sector eraplovinent 
Small businesses are especially in need of such assistance. 
Targeted tax credits only 'vorJc when there is sufficient incor.^ 
to pay taxes on which to receive a credit. Many sr.all 
businesses fur.ction on the margin and do not benefit from a 
tax credit. In order to insure the success of this program, 
we choose only those em.ployees with whum we have had direct 
experiences. Subsidized jobs which are carefully developed 
and monitored provide an opportunity to validate an 
Individual's work habits and job skills vhich are requirements 
for private sector entry level hires. We make every attempt 
to insure that private em.plcycrs get employees who will meet 
their needs. We are looking to these businesses to retain 
their subsidized employee^:,' at such time that the economy 
improves, and to repay up to 70 percent c: the subsidized 
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On the question of wages, we are attempting to maximize 
the number of jobs available with limited funds. We are 
paying our McKnigh t-f undec employees slightly above the 
minLmum wage — $4.25 per hour. The issues surrounding 
displacement of workers and prevails: wage were carefully 
considered in the development of job opportunities,. 

What we are concerned about in potential federal legisla- 
tion is the inclusion of a cap on wages, along with a mandate 
to pay the prevailing wage. Taken together, these two 
proscriptions m.ake it difficult to provide adequate work 
experiences for large numbers of people. We believe Congress 
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should permit local flexibility in setting wages and 

jetennir.ing the. liinds of joEiS". However, we also. believe it is 

important to insure against substitution. Substitution 

^1^-ly defeats thB. purpose of a job creation proposal. 

We have targeted our jobs program to those we regard as 

most In need. Lest year, we required our McKnight-f unded 

ejT.ployees to be unemployed for 3Q days and to be ineligible 

for any publ ically funded ass istance , either unemployment 

insurance or welfare. This year, we have raised the length of 

unemployment to three months. In ?.azt year's program, the 

average income of the participants in the preceding year was 

$1,CQ0. Since x\FDC recipients have access to funds that will 

provide for basic necessities, we have not included them in 

our program. Nor have we included those unemployed who are 

eligible for unemployment compensation. Cur first priority is 

the unemployed who have no source of income. 

We have also limited an individual's participation in our 

program to six months. Participation in ongoing job search 

activities is required of all participants. Failure to 

participate means dismissals. 

The United States has already beer, known for its 

generosity, its willingness to share with those less fortunate 

throughout the world. I can see no reason for those who have 

an income not to share a small portion of it with those in 

thLs country who do not, I am urging the State of Minnesota 

to raise its income tax by one-half of one percent, A similar 

lex"/ at the national level has the potential to generate 

sufficient revenue to fund short-term, minimum wage jobs for 

more than one million of the 12 million, I2h percent of the 
unemployed . 
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(2) Strategies Ensuring Long-Terrr. Grovth 
Last year, as cnairinan of NLC's Hu';ian Development 
Cor.-r-i tree , I participated in the development of a policy 
:£tatement designed to start addressing some of the long-term 
economic and employment problems facing this country today. 
We city officials agree with economists who speculate that we 
may be facing -.ore than a recession, but rather are seeing "a 
major shift in the operations of the free enterprise system." 

I would like to submit the entire statement for the 
record. In summary, however, che League of Cities believes we 
need a national employment policy vhich includes elements for 
remedial training and education, skill training, relocation 
ar.d retraining of workers, and a long term investment in our 
hum^n economic resources. We also believe this country needs 
to continue developing and nurturing more cooperative working 
relationships between the public and private sectors. 
Essentially, our policy calls on the private sector to become 
more involved in education at all levels and to invest in the 
development and e:<pan5ion of a skilled workforce. All levels 
of government should encourage greater private sector involve- 
ment through tax incentives "at least parallel in magnitude" 
to those offered industry for capital development. All levels 
of government should foijter more appropriate remedial education 
programs, vocational education programs, and more creative 
unemployment insurance programs. 

Specifically, we believe it is a federal responsibility 
to provide the fram.ewcrk for developing and maintaining a 
viable workforce; to recognize the emplo\Tnent impacts of 
decisionij made at the national level? to reassess existing 
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inccr.e sup^-^rt and e-Tiployr.ent r3lated progra-Tis to assure 
dsvelopirent of a coordinated strategy promoting the long-term 
e-TiployT.ant of individuals willing and able to work; to fund 
er-.piovTT.ent -.[.l training prograr-.s for individuals unprepared to 
ta:.ie th-3ir plaoe in the world of wor>:r to establish a 
perT.anent countercyclical job creation prograr> autOT.a tica lly 
tr:.ggrred in !:inies of high unemploVT.ent; and to develop 3 new 
intern^^tional econorr.ic policy which will not only encourage 
the development of a full employment economy in the U.S., but 
encour?.ge economic development and job creation within less 
developed countries. 

(2] Pelationship Between Employment and Econcm.ic Policies 
::ow I'd like to offer three propositions that I think we 
can all agree to. 

First, we should relate our analyses of em.ploym.ent 
problems to our analyses of other economic problems in ways 
th^t will help us to disaggregate natiDP.al data and to focus 
our attention on real-life situations rather than .nationally 
abstracted aspects of them. 

I particularly have in mind the need to integrate our 
understanding of changes in certain business and industrial 
sectors and of '/ariations among regional and local economies 
with our detailed analyses of the types of people who suffer 
persistent unem.ployment . Thus, we know that radical 
con tract: on m the steel industry, distress in places like 
't' o u n g s t o wn , and t :i e p h e .n c e .n o n of. "displaced workers" are 
di f rerent aspects of a special si tuaticn . Si.mi iar ly , young 
blacks 3re unemployed in concentrations in central cities 
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where new firns that could r?.ar:e -^si of che^p labor are no 
longer sprouting at previous rates. I submit that it :na>:es 
good sep.se to develop ways to identify and describe these 
problens-piled-on-proble.T.s situations so that we can target 
the.-n and develop policies t.'iat ?.re appropriate to their 
co.T.ple.xities rather tha.n to distinctions s^cng programs or 
budget functions. 

Cur econor.y does not consist of national statistics or 
of supply and demand curves. :ur citizens experience the 
eccncn:y in terns of types of jobs , types of businesses , and 
types of places and we should develop analytic tools that allow 
us to reflect chat experience. 

My seconi proposition is that cir.ploynent and training 
progra.Ts should be related t:o econor.ic development and other 
prograr.s and should be coordinated at the level o: local 
govern.T.ent , vhero they are actually implemented. 

Several years ago ve witnessed an experi^ient with a 
"negotiated invest-ment strategy," There were efforts at 
coord inaticn vigreerr.en*-s anong, variously, DOL, HUD, EDA, and 
S3 A. As I recall, there was even a :nc-, ement toward adopting a 
single planning docu:-nent that would serve as a basis for major 
lUJD and EDA program applications. .And there was some federal 
effort to cross departmental lines in dealing with the 
problems-p: led-on-problems of "auto com.mun i ties " and "steel 
ccmm.unit ies . " These national activities were paralleled at 
trhe local level by similarly encouraging attempts tn breach 
artificial barriers in dealing with real economic situations. 
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I do net ar^UG that these efforts wore successful. : 
only point cut thj>t ihey e-xisted and I ur-^e that wo try to 
build on then instead of forgetting thor.. 

The third proposition is that because -.hero is r-Iatively 
little ihai is new under the sun, we can and shculd learn fr^m 
the experiences o: the past. Instead of ensurinrr the failure 
of policies by changing them radically evt^ry year (as clearly 
happened to CE7A} , we should set reasonable and flexible 
policy f rar.eworks and then stay the course with them. 

Fron these three propositions, I suggest that, federal, 
state, and local efforts, m localities that are willing and 
able should build coirrr^unity economic policy capacity and sl-ould 
encourage and support coordinated local ir.plenentat;.on of 
employment, training, and economic development program.s. This 
approach could also rr-late local economic policy to national 
economic policy. ^jr,d by targe tine oconcmically slac>: business 
::r:ctoru, geographic areas, and labor groups, we could i.hi to 
econom.ic rrrowth without rekindling inflation. 

This approac;-. obviously will not come into Leing o-*er- 
n i 7:: t , As a beg i nn 1 r:g , I suggest that: 

li, the Congress reside planning funds to local 1 ties 
that are willing f wor> toward a com^r/unity 
GOoncmLC policy japacity that could integrate 
er.;ploym"ir! t , tr im mg , and ^cor\c:'..i.c devc 1 cpmenr 
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12] the Congress direct HUD, F.DA, i:Oi., anci SliA tc 

ccr:u-ict joint ft:<plorat:.op._r of various methods by 
vh.ich th- ager.cies couli r'dc: j.ii ..ate c- at le^^u 
not ir.pede iocrj;. eft-.-.rts to cccrdinate t.neir 
programs ; 

C3i the Congress encourage localities to develop 

cor-jT^unity economic policy capacity by developing 
a local economic block grant program; for which 
such localities would be eligible. Tnis 
economic block grant program, might evolve !rom 
the loosening and/or elimination of rules that 
are curr-nriy a part of HUD, DOL and other 
programs currently m existence; and 
(A) the Congress provide incentives (in JTPA, UCAG. 
and EDA programs) to ccmjnunities that achieve 
specific goals by coordinating their employm.ent . 
training, and economic development program?.-. 
>JLC stands ready to work with you to develop these ideas 



further . 



2() 



23 



Mr. Gephardt. Thank you very much for, as usual, excellent tes- 
timony. 

Our next witness -is Arthur Holland, mayor of Trenton, N.J. He 
will be representing the U.S. Conference of Mayors. 
Welcome, mayor. 

STATEMENT OF HON. ARTHUR J. HOLLAND, MAYOR OF TRENTON. 
NJ,. ON BEHALF OF THE U.S. CONFERENCE OF MAYORS 

Mr. Holland. Thank you, Mr. Chairman, members of the com- 
mittee. A statement on behalf of the conference has been filed. 

I have Jbeen asked by the conference in addition to say something 
about the employment situation in terms of our city. So I have 
written this very brief and simple statement which I would hope 
would be the basis for questioning. 

The question is a very simple one. Is it better for a person to be 
on public assistance or on public employment? By public employ- 
ment, I do not mean workfare. It is not. the same. 

There is a big difference between working off and earning in dol- 
lars, as well as psychologically. Workfare does not lend itself to 
training. A single person receives, in our community under our 
State regulations, less than $100 per month and .can work that off 
in 4 days. 

Trenton's unemployment rate is now 11.7 percent. I have an 
open-door policy. More and more people are walking through the 
mayor's office door looking for work and housing. People v/ho don't 
want welfare, they want a job, and more and more are saying, and 
of course, this is an indication they are not very well qualified for 
anything else, ''I will take anything". 

I am a private enterpriser. I don't think Government should do 
anything that people can do for themselves. I also believe, however, 
that there are times when Government must help. Especially in 
communities like ours where there are a disproportionate number 
of disadvantaged. 

Our county has 13 municipalities. We are less than one-third of 
the population. We have 87 percent of the ADC cases., single-parent 
families. Almost every fourth person, therefore, is ADC in our com- 
munity. 

That is poverty level. You add to that senior citizens who are dis- 
proportionately found in communities like ours, and especially in a 
State where we still rely heavily on real estate revenue, you can 
appreciate the situation. It is getting tighter and tighter. 

So we need jobs legislation which — would be targeted toward in- 
dividual's needs and also projects or infrastructures, we are saying 
these days, needs, with an individual assigned to a job for which he 
is suited. 

If not, then the person should be trained. Fortunately, private in- 
dustry councils are already in place. There has been a lot of criti- 
cism of public service employment. 

I can tell you, we have no problem with it. There were no abuses. 
Our city never looked cleaner. When we were trying to get CETA 
legislation reenacted in 1978, I emphasized you had to distinguish 
between the charge that CETA jobs were substituting for regular 
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jobs, and the fact that if it weren't for CETA. work just wouldn't 
get done. 

In other words, we have been laying off regularly. We may be 
laying off again. We are down to the point where two-thirds of our 
budget is public safety, which means that services are cut and cut. 

Not a question of putting people out of jobs with CETA. It is a 
question of using CETA to perform much needed services. We have 
a soup kitchen for the first time since the depression of the thir- 
tie.s. 

In fact, I convened a meeting just last week of the Commons 
Commission. That is our mall, called Nickolet, in Minneapolis, and 
the soup kitchen management because the soup kitchen is in the 
central business district. Those who are hungry are coming early 
and staying late and inhibiting purchasing on the Commons. It is 
one of the problems that is symptomatic of a central city condition. 

Everybody is for feeding the hungry but unless there are busi- 
ness people who can make it, then we wouldn't have the money 
with which to assist the disadvantaged. 

^ Let me read from our Catholic Diocese publication. Mount 
Carmel Guild is our relief services agency. Catholic agency. Today 
the greatest need is the new poor. Those who have always had jobs 
but now find themselves unemployed and have no idea where to go. 

Five years ago the Guild might have had 50 requests for emer- 
gency assistance for Jood each month. Today, at least 150 families 
or a total of 300 to 500 individuals receive assistance each month, 
says Sister Estelle. She spoke at our church recently and said that 
for the first time in the 63-year history of the Guild they are 
sa>ing no. They are running out. 

The rescue mission has asked us, the city, along with TEAM, to 
put up additional money, not for food, but for security guards so 
the people they take in. hom.eless off the street, wouldn't be ripped 
off by others who might come in. 

That is the kind of situation in which we find ourselves. What I 
say of Trenton, which is an older urban community in the North- 
east, I think can be said accurately, substantially, at least, about 
most of the old central cities. I think that is Efficient to indicate 
the seriousness of the situation in the Nation's cities in term? of 
need for employment now. 

[The prepared statement of Mr. Holland follows:] 
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Prepared SiATtrMEN'T ok Mayor Arthur J. Uolij^sd 

«erh«rs of the House Pudoet Coraiittee's Task Force on Fducation and 
EiTOloyrent, on behalf of the United States Conference of Mayors, thank-you 
for this OTTortunity todav to express otjr very deep concern ^or tl^e 11 
million people that are currently out of work in this country and for the 
millions nore who could eventually lose their jobs as a result cf contmuina 
economxc fluctuations and dramatically chanoina labor market needs. 

There is no way to overstate the problems related to unem^lovr^ent . For the 
individual that can'r find work, unemployment poses problems not only for 
ohvsical survival but for mental well-beina. It is horribly demoralizirjgl 

Tor the nation and for our nation's cities, when so many people are out of 
worv, the impact is nothina short of devastatina. The denoralizmo effects 
of unenployment can be felt by an entire city, or even an entire state or 
nation. Proaress has alwavs been based on ootinisn, on a belief that 
dedication and hard work will lead to a better life. When Trillions of people 
lose hope, that reduces the collective optimism udon which a citv. state or 
nation bases its crrowth and d6\;elopment. 

There are, of CTurse, other trore measurable f»ffects of unemployment. The 
loss in waoea reduces tax revenues at all levels of qo^rernment and makes it 
v«rv difficult for those oovernments to maintain their services. Alro, those 
lost waoes and the rosultino reduction m purchdsino power, hurt businesses, 
T^is, of rourpe, not only results m additional reductions m tax revenues 
ror crovernin<jnt3 , hut it often forces businesses to lay-off workers or to 70 
under altoopther. The cyclical nature of hiah unemplovment is ohvious . 

Unemployment insurance provides some relief to the individual? wix> are 
unemoloved, but, overall, the inpact of such insurance i£ r^re neoative than 
positive. F'irst, such payments do nothinor to .iddress the individual and 
collective noral*? problems ci'eaterj by -jjieTDloyfrcnt . In fact, ;.n a society 
that values work, such payments n^ay actually exacerbate tho^e problems. 
Second, such payr^erts are intended to allow an individual and his or her 
family to survive. They rarely are sufficient to allow the recioients to 
reaam anv sionificant purchasino power. Thus, either oovernments nor 
businesses are helped. The cycle, of which unemployment is a part, remains 
unhrokpn, althouoh milJiors of dollars are expended. Additionally, the 
unemployment insurance systems in mcreaslnq numbers of states are on the 
veroe of bankruptcy an outlays ftr exceed income. 

T^•€re are other problems that relate directly to uneinplo\':nent . Unemployed 
people necessarilv place a burden on local aovernment social services at a 
time when there are insufficient funds to support thsse services. ^Iso 
crime and vandalism increase as people seek ways to sur-*ive or to vent their 
f ruR tratiors . 

Such problems occur durino any period of hicjh untmployment . Today those 
problems are complicated by the fact that the nation is on the verQe of a 
technolocical uoh#»aval th^t has not been ecrualed since the Industrial 
Revolution. The uncertainty created by unemployment 13 complicated by the 
uncertainty created bv these basic technoloaical and economic chanaes. In 
such time's It 1° vital for the federal aovernment to take steps, alona with 
st.ite :ind local oovernment as well as the private sector, to alleviate these 
prrhlem«j . 
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The fcieral oover/inent has played a principal role m every :rajor ^.conottiic or 
technoloaical transitmn that this nation has faced. it was th« federal 
covernwent thet. established land arant colleaes to meet the educational needs 
of a chancmo lahor force. It was the federal, state, and loccl oovprru-nents 
that built the riahway and railway systems to meet the deman* of an 
exoar.r^ino r.aticr.. It was tne federal aoverr.nent that provided the eneraency 
•'oha orcarars durina the Depression no keep people goina until the eccncny 
reoamed its strength. Since the Depression the federal aovernPert has 
provided financial assistance pacVaaes to help flounderir.a conpanies and to 
stirijlate the creation of new businesses. And, fmallv, federally leaislatcd 
tax incentives h^ve been utilized to stirrujlate business orovth and expansion. 

This nation is currently experiencirc eccnonic and tec rno loc.ca 1 charaes that 
brina hardship on wiliiors of people while s innaltar.eously creating entirely 
new career opportunities. It ir ar ironic sian of the tires that nllions of 
r-'-ople are unemployed at the same tirne that certain sVrill shortaoes inhibit 
ecorionrc crrowth. This irony oresentf, a dranatic ch^llenae to the nation to 
insure that tJ-* transition to the new technolocy is acconplished with o 
r.ininum of dar^aae to those that suddenly find ^heir job sv'i.Lls ourdaten. 
transition rrust be handled comprehensively, utilizma fo'jr basic approaches: 

o ^.^etina th:^ in-e'*iatc e-rloyr-ert r.eed?: of t^ose ^jrrriCBns. vho are cut 
of v/crk and are unable to find it. 

o Penrainmc thr Arciican labor force. 

o Providina American business with the fiscal help r.--^*^^^ to ad-ust to 
the rapid chanaes that are occurrina. 

o Pepairina and rebuildi na the nation's infrastructure . 

Meeting InneHute Needs 

Jobs — even federally subsidizer.' jobs — are preferable to unr-irplo^./ne.nt 
checks or welfare payments. Substantial job creation proarar^s alleviate? 
uneiflDlovrent problen^s and sionify a positive step in solvmc an irrr^ediate 
problein. F\:rther, waqe earnei-s pay taxes and have purch^sma powpr. With 
■^obs, the cycle is broken. 

Ccr.trary to public opinion, CETA ' s public service ^jirrlovTient prv^arar. did what 
It was desicmeri to do. Considerina th*» prooTarrmatic and fiscal rhanaes, it 
worVe^^ ouite well. The. problem of PSt. was not inherent m the PSE procrran 
but, instead, was the resulr of the fact that nothing was done to chancre the 
underlying economic problems that created the unemPlovment which brought 
about the jreation of the jobs prooram in the first olnce. Certainly* ryo onr? 
wants to maV-e that mistake avjain. For that reason* th? Conference of Mayors 
hopes that no job creation projects will be inplemcnted unless they are tied 
m with the remaining three approaf.hes to easing the P^iin of transition to 
the nev tech-nolocr./. 

Even if ft -jobs -rreation program is iirnlenented , no one can expect the f rdera 1 
govem.T©nt to put 11 r^illion people back to work. Foi' that rea;5on» 
unemployment insurance, including the extendrd benefits rrocrflr, rruqt b'* 
maintained. However, the Conference of Mayors urrres the Concresc to cxai, mc 
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ways tr> r^aVe the unenrloywent -r.surflp.ce procran do rore than maintain people. 
T'-sre 3r*» se^'ernl av»»r.i:es to explore* For ir.stapcc/ ur.enploywer.t funds* at 
least extendff^ berefitS/ cculd used to secure retrairiino for 

dislocated workers. Puch funds could alr.o he us^d to assist ernDloy»»rs m 
hirino new p^ple, as is nroixDsed m S»»nator CH^avle's "Enoioyr.ent 
Opportunities Act of :'=>P2" . 

P t r a » n ^ n g t hp L»^<;r Torr e 

Hilliorf; o*^ wtDr^^rs ar<» new in ^obs or have beer, l^id-off ' ron ;^ob<; that will 
soon di^arpear. Millions of youthe have no skills at all and rrust be 
rrovidpr! with trainira that is relevant to what will be rather than to what 
has heer. For that reason, ail levels of oovernrnent oust assess current 
e-^ucation and ?;i^ill tramir-: proorars , m licht of projected labor nrarket 
needs, and a •-e the stens reL-essary to insure that A-Tericans have the sVills 
they will ne fcr tororrow'fj "^cbs . This will reouire not only an over*^aul 
cf "urricula but a r^a^cr mvestrier.t in t rain mc ecvirT?ent end supplies . 

vpar the Cor.arfrss nassed the "Job Tram ma Partnership Act**, which 
^:!cl nde^! orovis ions to t ram Anenca ' s poor as wel 1 as our yout hs and to 
re»-r^^r our dislocate'^ worVers . The '"orff?rence of Ma-zors urces the Concrers 
to insure th^ continued fundina of procrrarr^ under this Act. With, recard to 
•rainirc fnr our noor people and vo'.jths, at a T^miriun, funr^ina levels 
'*stablished m should be paintamed. The definition of "current fundma 

levels" sNduM re b/»sed or. outlays for t*^e fiscal year rather than upon 
*>nr')l Irrent levels at a specific nnir.t m tune for that fiscal year. The 
enrol l-^en*- level "et hc^o 1 ocv was used to detemne fundma levels for FT^l. 
ks a result, actual fundmq levels were r.iqn:.f icantly reduced at a tine when 
t h** need fnr *:rTininc h^d been drastically increased. 

vJith' recard •:o tramma nrnorars for ycv-ths, the Conference support? the 
creation c' a new von*" h er^olovment .5rd Trfimmc DrocT'^n, to be added to the 
"Job Trair-.ma Partnership Ac*"". ?uch a program has been included m J-'enator 
Kenne-^v'n "Fi-ercercy Jobs, Trninirc, and Fanily AsSiStanc" Act". The 
'"onference also urces a continuation o^ fundinc for the sunmer youth procran, 
■It least at the level of spendmc provided m the suriner of T^PI* Such level 
cf spendir.c: should include the hrsic appropriation as well as the 
supplemental funics that wt»re providef^. 

""'^ Conference also uraes additional fundinc for the dislocated wor^^er 
nrocrr^m •■hat was created under Title III cf the "Job Trainmo Partnersh'io 
Act." In recenfv»r the Conaress provided SIR million for the prcaram m FYPB. 
Hnw*^ver, that anount is incufficient to h-ave any real inpact. Apparently, 
t re assurpt ion was that the s twites wou Id have trouble 3 tar ting up a new 
proa-ram and, cons enu^^nt ly , wciild not be able to spend larae anounts of money. 
Kowever, the trainma nechanisTT^ is already m place/ with the vocational 
e-^u cation and ty->e old CETA pririe sponsor svs t ens operative . The tra ns it ion 
fro^ the prire sponsor systerr to the delivery system established under the 
"Job Tramma Partnership Act" mav cause some problem^/ tnt the delivery of 
services will continue un.»,ntf?rrunl:ed . There i? no reanon to continue the 
sufferma of -5is located workers for another year. The -iis located v*or>er 
rrorjTAT^i should funded ^^t a level sufficient to develop and iriplement 

visible rftr.Tlnmc ef 'orta . 
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-N.re 15 al50 a r.P^H ,o .r.v^st m hpv ecMipnent and tecrnolocv pmv- 
rair.ir.o ^.^at relevant to future l^bcr rar^et n^eds. The vocational 
e-.ocat.on ^nd cor-nn.ty coUece svsterrs need assistance, ei-r^r -h--uc^ 
^rant5 r^r loans, tn o-.-rh^u! th^^ir r-jrricula an'^ th^i^ c --ar'i--^c- 



Fmallv, 3s n-:atod Dreviou^^Iy, ur^r r^I-vr-ont .rs^rancp Dro<T- 
-^•'^if.pri tn rrrvid,. financial f^urr^rr f- 



a r.cf» proTrar^ co': I be 
tr-nnmc nroarans. 



^xis-ra mc'untries are m ne^n of retoclina. -^rs .r^ on the v^^-r^ 
. ex..nction ,nr^ rust be corrD]eteIy overhauled nr r-Dl<.c-d. T^-^- v w I^.v^ 
°- - rmvi.ed ..tr^r hv the ncverr.ert or bv t^^ 

rr.v^t** •^'^ctor. It is cues t lonabl e whether A.Tericd 

r>o«;ition nal' _ ^ _ _ 

■ ■ ' ' " ' " " ' 'v are 



industry m a 

ependous chance?^ that ar*' recrjir'^d. ^^rr. ^f - 
-r* a itiDn, the rhances will 
:ltir-ately h-^ rvjssed on to th** 
have nc Gt er ""hoic. 



^ c:-Ov anri ciraHual and r- he cost 

lean conFiurer. rri'.'it^ 



•'■^r-s, t^M-, tra^ th*» bo? t 
snr-. --'f fiscal as??i5tanr 



IS 'or t.-** rederal -r-,v 
ral '^pt^on."^ shnuid b«» 



rrcv 1 



-^eir rus messes . 
"lirerations that h.a 



• c. .•! recon? tr'.:rtion ^marce ccrr^or i r m 
ar^ and ':;th*>r assistance to crT'Z)^r.:ief=: t h 

e<:c«.. ^ns^^-^nc- sh-ul^ he Iiritnd thor^o -.^05; 

a rarVetahle future. 



.'r-f* nrovisior of 
-f^ation of rev h-}s^ner,Er? 
-.ncr^tv :rv,r.ed -oirrapiet; . 



itinnal f-inds and t^^chric.il asnstarc- fr 
ner,E<;s , wi h s reel a 1 epphas on snail ar 



--v-lcrtnont of fiscal mc-nt.v-s t.^at ar^ suffiricrM 
perrrit '^xriansion of bu:jinenr and 

*«aycrs supports rhf> concept of the enf^r-r.s 
incentive . 



arae tn 

creation of -cbR. TN» Conf'-renc 
se zm*"* as one ^.uch 



develoPTT^ent c* a viahi*>, rand, reliable labor ^arVe^ -.'or- 
BvstcTi that predicts trendr and reflects curr-nt situations » 
extent n^c-ssary ^o allow nlannmo fnr ^ he '-^^-^-re. 



Inf ras tructure 



Nevsnaners and n.^azmes -^ve .iccurenf^d ^be rl la- of A.».r;r. - n^^^s and 
tbe nat-.n s hiohway^ and bridoes cru.te wolK stete and Iccal taxes^r.^ 
msMff irion^ fnr these crovemnents so:vo .u^ nrnblen on t^o-. ow- 
ilT^itations hw,ve been exacerbated, of course, by the r-ducticn^ on revepu.-s 
cr-^t-d v.. .-lob unenrlo'/rent. For this reason the federal rr^vernrent sN,„^^ 
ornvid- assistance to ntat*- and local r^overnn^^-nt s to r'-build the 
irfrastrur-fvir'-. It ^r. not onlv a rroblom of dn^ericratim l.fe ^-v'os Nr- a 
s^r.ous inredin-nt to b.if^mens crow-th and develop^-nv. 



"a'/^.rs onn«:inue'5 its s-rono ^- 
-:-pr'-n- ^:oc> l-ant an'^ t ho :Trhan 



'^r'" o: ?uch nrocrars .-^.'^ •■h 
'.'elormr.t '-rrion ''Jrar*. a,^: 
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Tears of rebuildino the inf raa tracture t We also support the concert of an 
inf rastructure-relater! 30b rreation bill such as that proposed Concressr.an 
Gus KawVrins* "Corirtunify renewal J^mploywent Act" and :.n similar bills 
introduced in bct^ thp Rouse and Senate- Such proposals -^i-ld he a 
sianif leant supplement to CDPG and TOAG rts. -^©11 as to other prop>csed public 
wor^s nroarams. They would be labor intensive, would perr'it a rapii-" start-up 
anH would focus on a broader range of activities than is nonrally provided m 
r'-i'.'lic worVs pro-^ects. 

The C^nferpnce ls not convinctd that proposals to add ad'^iticna? funds *:n 
exiisrina federal proarar^ will create r-any new employment opnortunities - 
Instead , thv>y are ncre 1 i^ely to extend ex is t mo pro^ ects ar-^ -^f lay lay-offs 
that would ccc'^ if such additional funds wer** not rrcvided* However, while 
5'.;ch ad'^itional funds wou 1 d not 1 1 re 1 y pro v.;. "^e rr.3 ny new "> ohs , t he v ecu 1 be 
■>iseful if applied to pTocTar*^ desicned to rra^.-^tain, repair or rebuild the 
nation's infrastructure* 

TriG statenpnt h.as focus Pf' on a number of different procrjmE: , fll of which 
'Trruld have an imoact, either directly or indirectly, upon unerrployrent . The 
n»*S5aae m t^is 1 1 i-f ace ted statement -.5 that, whd*jever steps are ta'i^en to 
address the orcblein jf ■jnenol'^yr^ent , they must be compre her 1 ve m nature and 
thev rr>.:^T address both immediate ^rd lona terms. needs* At t'^e h^art of our 
rur ren t unenp loymen t situation a re serious econonic and tec h.no Iccical 
ore hi ems that r.ras t he a'^dresspd if the unenp loyment prc^leri is to he solved. 
This will tap'e a considerable amount of m>?^r.ey* Hcwevei.-, the cost of solvirc 

them, 

Mr Gkphardt, Thank you all for your testimony. It was excel- 
lent, Repiesentative Lowry, do you have questions? 

Mr, LowRY. Thank you,' Mr. Chairman, I also want to tha^K you 
for excellent testimony, I am going to try and ask questions and 
not make a speech. 

I think so much of what you said is accurate. How do we handle 
the problem of substitution? We feel that, you know, we just put 
Federal dollars out there and you ju t take those dollars and re- 
place them for State and local dollars you have been using. 

Mr, Holland. We have six bargaining units, blue- and white- 
collar workers, supervisors, PBA, FMBA, police superior officers, 
fire officers. We have settled with the blue- and white-collar work- 
ers, AFSCME and with the AFSCME supervisors union at 5 per- 
cent. 

We can't afford it. But neither can our employees who have not 
been given raises m recent years in accordance with the rate of in- 
flation. Last year they got 6 percent and the rate was about 12 per- 
cent. 

Some of those employees are almost at the poverty level as it is. 
We have said under the New Jersey law there is the Public Em- 
ployment Relations Commission which provides for compulsory and 
binding arbitration for policemen and firemen. 

We have said to the other bargaining units, if you go before 
PERC and you get more than 5 percent, it means layoffs. So that 
woi^ld mean fewer policemen, fewer firemen. We have three men 
on a rig now when you should have ideally five, no fewer than 
four. 

V/e need a policeman it seems at times on every block. And 
fevv-er policemen. So as i said of 197S, it is true today that it is not 
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a question of substituting in communities like ours. It i.- a question 
of providing services which no longer can be provided. 
Mr. LowRY. Commissioner? 

Ms. MacIlwaine. I would just like to add something to the 
mayor's statement. Every community, of course, is different, but I 
think it is up to local elected officials to negotiate the matter of 
substitution on their own level with their— with members of the 
union that they have to deal with. 

We are finding in our community that many members of the 
union would now b? eligible, because they have been iayed off and 
have been unemployed for a long time, will be eligible for anv kind 
of public service job program that might come alonc^. 

I think they are seeing chat it is a question, as he indicated, of 
not having any services or using public service employees to do the 
service. I think if the community and the union members were 
forced to choose, I think they would rather have the job dune and 
try to settle thi^ question of substitution on a local level. 

Mr. Holland. May I say there is no guarantee of that. In 1975, 
when we gave the bargaining units a choice of either taking a raise 
or layoffs, firemen, in the interest of keeping their members em.- 
ployed, turned down the raise. 

PBA voted to lay off some of their members. So this time we are 
not giving them that choice. 

Mr. LowRV. The substitution I am referring to is taking Federal 
dollars and using those dollars in jobs that would have been there 
anyhow. In other words, I do think it is important that we differen- 
tiate between PSE and revenue sharing, or another way to provide 
badly needed revenues to local governments that have been taken 
away substantially. 

It is estimated that the State of Washington will have lost SI bil- 
lion between fiscal years 1982 and 1984 due to Federal budget cuts. 
I know you are really hitting the nail on the head at the extent of 
the problem. 

But there are many people in Congress^ as you are weU aware, 
that are really afraid of substitution, where we just take the Feder- 
al doUars and replace local dollars with them. For instance, the 
first $8,500 of the salary for a policeman. Mayor Frasar? 

Mr. Fraser. There may not be total agjreement on the strategies 
here. What I would do is put that requirement in the law Then 
require the local communities to demonstrate that the way in 
which they are proceeding will either minimize or prevent displace- 
ment or substitution. 

Now> if I were given flexibility, I would go further. I would re- 
quire that the jobs be short term. That tends to discourage substi- 
tution. 

We had the experience last summer of having some of the work- 
ers under our foundation grant available. What we did wa.'r, we 
worked with the union, and the union provided supervisors. Then 
we hired some of these people who were paid, I think, §4.2.') hour. 
They built new sidewalks around r iny of our parks. 

The union saw this as a chance :o put a few more of their people 
to work as supervisors, work that would not have been there. Then 
we were able to put these other people out doing work. 
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Now* normally that would be union work altogether, but the 
union recognized that if there was no program, they weren't going 
to get the jobs anyv/ay. I think this goes back to the point Ms. Mac- 
Ilwaine made. 

Let it be worked out locally. We can manage it. Because most of 
the people have their heads screwed on straight. They don't want 
substitution or displacement. 

Put thac requirement in the law and then let us work it out at 
the local level. 

Ms. MacIlwaine. Especially if we have tu run for reelection. We 
are going to work with the unions, not against them. 

Mr. Fraser. I think the requirement in the old PSE for prevail- 
ing wage, which was one of the efforts to prevent substitution or 
replacement, was one of the reasons it got phased out, because that 
made it too expensive a program. Then also there was a cap put on. 

In our city we count both stay under the cap and meet prevailing 
wage, so we had to phase it out. It turned out to be d good thing 
because it was going to be phased out later. 

I would hope personally that a prevailing wage requirement 
would not be put in here because it simply means fewer people are 
going to get more money and I don't think that is what we need 
right now. * 

Mr. LovvRY. You would support minimum wage? 

Mr. Fraser. I think it ought to be at a minimum, minimum wage 
and that is the official position of the League, too. 

Mr. LowHY. Has the national organization taken positions on the 
level for public service employment called for? Have you in your 
national positions stated a level in number of jobs or 

Mr. Eraser. The National League has not. I think a $10 billion 
program would be minimum. 

Mr. LowRY. $10 billion? 

Mr. Eraser. $10 billion. 

Mr. LowRY. I like the way you think. 

Mr. Holland. Let me tell you what that means in terms of our 
community. Last year for summer employment, for example, we 
got $562,000. This was spent over a 2-month period. We p?,id what 
would on an annualized basis be $5,200 per year. Pover'.y level in 
our Statf s considered $3,900. 

That meant 524 jobs. To make sure people would be confident v/e 
weren't using favoritism, we have done this for several years now, 
we put all the names of those who qualified in a hat and pulled 
them out on a lottery basis. There were 3,000 applications for 51:^4 
jobs. That was last year. 

This year, the summer employment program is going to be 
funded for us at S448,00n which means 407 jobs. If the jobs legisla- 
tion wiiich^the House adopted were adopted by the Senate and 
signed into law, it still v/ouldn't bring us up to the level of last 
year. 

So the under $5 billion obviously isn't sufficient. That is why I 
as5um£» Mr. Eraser called for double that. It seems like a lot. But 
v/hen you get it down to where it is going to be put into place, it is 
a very small bit of assistance really. 

Mr. LowRY. I meant my question to be just public service em- 
ployment jobs. What I would call PSE or public service CETA jobs 
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from the old categories, as opposed to the pubhc works. Do the 
county commissioners have a position on number of PSEjobs? 

Ms. MacIlwaike. We don't actually have a formal position. 1 
guess our overall position is whatever it will take to get people 
back to work in our communities where we know there are no pri- 
vate sector jobs to fill the gap. 

I think that the whole idea of PSE having such a bad reputation 
in Congress when all of the data supports just the opposite needs to 
be changed somehow, or no one is going to accept PSE. 

If we can get it across, and I get the feeling you agree with us. 
that PSE was not created as a training ground Yor private jobs, it 
was an effort to get people working and to have them pay taxes, 
which they don't do under workfare or any other program. I think 
we have to get that going before \we can say how many jobs or, you 
know, what else needs to be done. 

Mr. Holland. Not only public service, but CETA generally has 
been in disrepute. We found in 1978, that less than one-tenth of 1 
percent of CETA fundinp was abused. But the horror stories were 
featured. 

Mr. LowRY. As an old county councilman, v/hen I came here I 
was amazed to find out the attitude of Congress toward these pro- 
grams. Amazed. 

Mr. Chairman, I don't know what your time schedule is. 

Mr. Gephardt. Go ahead. 

Ms. MacIlwalve. The thing that didn't happen, the abused pro- 
grams were not shut down. If that would have happened, if those 
who created the abuses would have been defunded in some way 
and the rest of us that were doing a great job would have been left 
to continue, this problem would not exist. 

Mr. LowRY. Could each of the three of you just briefly summa- 
rize the local tax options you have gone through in the last couple 
of years as far as your revenue problems, trying to meet your reve- 
raie problems? Mayor? 

Mr. Holland. In New Jersey vve rely still for almost half our. 
revenue on the real ertate tax. We are a built-up community. So, 
therefore, we have had -egularly to raise the tax rate. Our tax rate 
is $12.23 for every $100 of assessed evaluation. That is more than 
the tax bill in any of the surrounding municipalities. 

We depend heavily on Federal and State aid, which has been cut. 
I agree in theory with the President's New Federalism. Except that 
the States who are called upon by the President to assume a 
stronger role are passing on to the local level the cuts they have 
received from the Federal level. 

Developing communities can absorb that cut. We can't. For ex- 
ample, we were anticipating so much money in gross receipts, S> 
million of it was held back by the Governor to lielp meet his budg- 
etary needs. 

So we have to go to our ratepayers and what we do is a self-de- 
feating process. We di'ive out additional self-sufficient or relatively 
self-sufficient taxpayers, and that poverty index indicated earlier 
just goes up. 

To look to the Federal Government for replacement, if indeed it 
ultimately Rets to that, may seem wrong. Yet, you have to keep in 
mind that for decades— we celebrated our 300th birthday in 1979— 



the cities were ihe sources of strength for this Nation, cultural. 
ccmmerciaL 

When I went into city hall 30 years ago we were paying over 70 
percent of the cost of county government— we are aown to 11 per- 
cent. I was reading the messages of the mayors before and after the 
turn of the century. One complained about the burden on the city 
of the county. The -^ities: were the county. 

So I think it is l--g-tirrrate to look at 't perhaps at this time as a 
situation in which we are asking for some help now ^.3 we gave 
without asking very much of the county and .State and Nation over 
the years. 

Ms. MacIlwajne. We recently enacted a 90-percen: increase iv 
the income tax to make up the difference of the Federal budget 
cuts plus the inc: . asing number of unemployed who are not going 
to be paymg taxb/> into the State cf Ohio. 

This was a very unpopular ihing and it is not going to he used 
for new programs. It is going to strictly m£:intain the State share of 
medicaid and ADC and some of the other ■ cial programs that 
have been cut. 

Locally in our community we estimate:; we had S80 millirn of 
Federal programs cut last year. We have made up about SI million 
of those through a private sector transition :^und that is strictly 
being used for em.ergency services. 

But we have had to initiate 24 new food pantries in our county. 
We had an article in yesterday's paper that the number of suicides 
that can be directly atrj?buted to those unemployed who j^ft notes 
saying that they kiUed themselves because they coh\d not work 
and had no job and couldn't find anv-thing, there\-ere sever:ii case 
histories of these in our newspaper yesterday jast in our own local 
community. 

Mr. Fraser. In our State in the las: few years we have raised our 
sales tax by 50 percent. It has gone from 4 to 6 percent. It was sup- 
posed to be temporary, but the incoming nev/ Governor has pro- 
posed that for the time being it becom.e permanent. 

We also have a lO-percent surcharge on our income tax. Our 
State does provide aid to municipal governments. Notwithstanding 
these tax increases, they have cut those aids significantly because 
of the shortfall in State revenues. 

We h^ve had to reduce our work force by about 10 percent in 
recent years. Our police and fire departments are at the lowest 
level m a decade, annually at the very bottom level of manning, 
now. 

So this is ver>' tight. But, you know, the cuts in the Federal pro- 
gramis on the whole have not directly affected operating programs 
for basic municipal services. There are cuts in healih, there are 
cuts in manpower, cuts in transit. But our fire, police, and street 
operations are supported by local property t^.xes, bv whatever Stat^ 
aids we get. 

So our distress there h.as come from the decline in tne economy 
causing the States to experience a revenue shortfall. If I could add 
one last point because you seemed a little surprised at my SIO bil- 
lion figure. 

That is exactly the same Hgure on a national level that I urged 
in my state of the city address for our State legislature. Last week 



at a press conference attended by the majority leadt-r of our State 
Senate, and by the president of our Minnesota AFL-CIO, a bill that 
came close to although not quite, that amount, Vt-as introduced into 
our State legislature. 

The .^10 billio::, 1 noti:e, is also the same amount as is provided 
in Representative Hawkins' legislation. If you look at the AFL-CIO 
proposal of a week or two ago, you will find in there a SlO billion 
public service employment component. So the JIO billion is not 
taken out of the air. 

It is what you already have pending before you, It is what the 
national AFL-CIO has proposed and I have proposed locally for our 
own State legislature. It stili will only touch perhaps one out of six 
of the unemployed, if that many. 

Mr. LowRV. Thank you. 

Mr. HoLi^N'i). In New Jersey we did increase cur sales tax and 
income tax recenily. 

Ms. MacIi.wainf. Just another point, too. Our uncollected taxes. 
We collected local real estate taxes last month and we found we 
have million of uncollected taxes. So it may not have affected 
basic services yet. but if we don't collect chose taxes because people 
are having to foreclose on their mortgage and can't pay their real 
estate taxes, eventually that is going to catch up and interfere with 
local government services. 

Mr. Hoi.!.AND, We colle-.^ted one-half million dollars less in taxes 
this year and the year before. We are down to about ST percent, 
which means foreclosures are up. 

Mr. LowRV, Thank you, Mr Chairman. 

Mr. Gephardt. Thank you. I come from St. Louis, I was on the 
board of aldermen there. I just had a hearing there Friday and had 
the labor leaders in and the people who were running the old 
CETA program, or did run the CETA program. 

I have a great appreciation and understanding of what you face 
i\s local officials. You are on the firing line. You are righi there 
witii people the streets, 

I think the general public has little understanding of what you 
are confronting when you have unemployment levels of the kind 
you are facing. I have a great deal of admiration for what you do. 

The hard, difficult question for us. as I think Mayor Fra.ser put ii 
in his testimony, is how much and how we do it. We have been, as 
you know, as you probably read in the paper, going through an ex- 
ercise in the Democratic Caucus where we have been asking mem- 
bers, all the members of the caucus, to go through the various 
parts of the budget to see what their basic decisions would be on 
how much for jobs and how much for defense and how much of a 
deficit and how much for taxes, et cetera. 

It has been a r-ery good exercise for everybody. We hope from 
that we will come up with a better consensus of what to do. 

To give you, however, a picture of the problem we face, if you 
hold defense at 5 percent—which most people think is about as 
good as we are going to do even if those w^ho want to cut the rate of 
increase in defense are successful— and if you restore most of the 
Reagan cuts in the 1984 budget, which costs you about $16 million, 
and' if you fund a jobs program of, say, $12 billion, you are prob- 
ably—and my figures are rough and could be off— but I think you 
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will conie up with a dedcit thai is >,^) lo -Sli million higher than Rea- 

Reai^an"^ deficit on CBO baseline would be about S17() billion, 
and with that mixture of policies, you would have a deficit, say, S5 
to >() billion above his, which a lot of members may be willing to 
tolerate. 

If you do more on taxes, that is assuming a $700 cap on the third 
year of the tax cut, which is the proposal, if you go further and 
knock oi:t the third year, obviously you can have a more expansive 
program, or you can have lower deficits. My question to you is, just 
for the sake of argument, assuming a $12 billion jobs or economic 
revitalization program, for 1^)S4, what would you do with that 
money'.^ 

I take it from your testimony most of you would like it spent on 
public service jobs and spent as quickly as possible. But how would 
you spend that $12 billion if that was your responsibility? 

Mr. Holland. First of all, we probably would withdraw our re- 
quest of our community to adopt our parks. We run approximately 
70 parks. Most of those are smaller ones and we can't maintain 
them anymore. So w-e have asked different neighborhood organiza- 
tions to adopt them. I think that is fine, if they would in theory. 
But it has been our experience that volunteers can't maintain serv- 
ices always. So if the parks should be there and shou'd be main- 
tained, then they probably should be institutionalized in terms of 
their care. Therefore, we should be able to continue to maintain. 
We could resume such care with this kind of money. I would be re- 
luctant. I never did use Federal funds for police officers or fire- 
fighters. 

General revenue sharing, we line-item into fire, but that is just a 
way of applying it across the entire budget. But I did know they 
did in some communities use public service and CETA money to 
hire police officers. 

That is why we didn't have the traumatic situation other com- 
munities did Vr^hen those funds were cut off But just across the 
board, picking up garbage or sweeping the streets, maintaining the 
municipal bui! properly, just a whole range of services which 
are now not b : given as they have been traditionally, I suppose 
then you do gei .nto replacement. 

As I have tried to stress, it is a question not of replacing because 
the jobs are gone. It is an add-on in terms of enabling a municipal- 
ity to provide what are normal services. 

Mr. Gephardt. To put a finer point on it, I take it you are saying 
that you would want the $12 billion spent on public service jobs. 

Mr. Holland. Well, I would like — no, ideally you should train. 
For example, I got a call recently from a woman who said that she 
had met a man who she thought really cared for her children as 
well as herself, and she would like to marry him. He just got out of 
prison. He was on welfare in Trenton. While in prison he learned 
something about plumbing. He was to be assigned to a work site, 
swe^^ping up leaves or something. 

So I called our administration. I said, ''Look, let's have this man 
work with one of our plumbers, and perhaps there will be an open- 
ing with the city or another level of government, or in the private 
sector." So what i am doing to the extent we can, is converting the 
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vvorkfare prof^ram— we have *jO(* people in Trenton on workfare— 
into a CLTA program. But it is very difficult. So we would try 

There is no question about v/here the growth industries are. 
They are in the ser\'ice side, and they are in computer technolo^^y. 
for example. We used some of our CETA money to train young 
people in art and photography, and I wa.s criticized for it by one of 
the local columnists. I said, "What is the difference betv/een having 
somebody raking leaves and working in art if the goal is to enable 
this child who couldn't otherwise develop the talent to move into a 
career and become gainfuHy employed?" 

So I think the potential is almost unlimited in terms of applying 
the funds so far as jobs are concerned. But we have had no abuse 
' in our city that I know of, 

Ms. MacIlwaine- I think the county's position is vvl- would like 
to see some kind of local balance. There are infrastructure needs 
and there are things that n^:*ed to be done in the communities. So 
there is a need for hard projects, hard money, and also for public 
service jobs. In sorne communities the private sector will provide a 
number of jobs that people can be trained to go into. In some com- 
munities there is no private industry. So their only answer for the 
unemployed is the publi'" service jobs. 

I guess our training concerns sort of relate to the President's rec- 
ommended budget cut for JPTA. Somewhere, that difference has to 
be made up, whether it is in new legislation or whatever. But we 
were promised originally a certain funding level, and we are hear- 
ing now that the President is recommending a 24-percent cut in 
JPTA. If that would happen, our community would lose an addi- 
tional Sh6 million of training n-.oney. 

So in the $12 billion you are talking about, if the training money 
doesn't come in somewhere else, it has to come in there because 
you have to train some of the unskilled people. You have to provide 
public service jobs for those that have no other alternative. You 
have to provide money for infrastructure. ! think a balance has to 
be created. 

Mr. Holland. May I ask a question? You indicated earlier that if 
we had a S12 billion program, what would we do with it. Obviously 
unhss there is the elimination of the upcoming tax cut and so on, 
it would mean either jobs or cut in deficit. Do you take into consid- 
eration the income tax that might be paid, however minimally, the 
purchasing power introduced into the marketplace and reflects in 
higher taxes? You don't look at that $12 billion as a complete sub- 
traction, do you, from the national picture, income, revenue 
costwise? 

Mr. Gephardt. No; there is some feedback. We are figuring that 
in. If you knock out the third 3^ear of the tax cut, you^can do quite 
a bit more because vou get $30 billion as opposed to $7 billion from 
the $700 cap. 

Mr. Holland. Let me say on a personal basis I have never 
thought it made sense to fight inflation or fight deficits by cutting 
taxes. 

Mr. Gephardt, Yes, Mr. Eraser. 

Mr. Fraser. I should say first that by an overwhelming vote the 
National League Board voted in fa\ ' of rescission of the July 10 
percent tax cut scheduled for this July. I would like to add on^ 
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other thought to the discussion of how this money might be spent. 
My view is that the need is to put money in the pockets of people 
without it being a handout. I think people ought to have meaning- 
ful work, or perhaps work and training. Then get the money that 
enables them to survive. 

I think where the problem begins is when we try to make a pro- 
gram like that do too much. It ought to be simple. I personally 
would favor using the private sector with subsidized jobs. I would 
favor going to Honeywell or Pillsbury or General Mills and sa3dng, 
"Here is $4,000, will you take on this person for 6 months, give 
them meaningful work, supervise them and, if possible, give them 
some training; and above all else, evaluate them." If they are able 
to turn in a good performance, then they have something on their 
resume and, in fact, then they may be able to stay on there or get 
work somewhere else. 

The second thing I would do is require that the private sector be 
deeply involved in the planning of the use of these funds. We 
happen to have a very public minded private sector in our commu- 
nity. I think if we said to them, "We have enough money here for, 
say, 1,000 jobs, out of a $12 billion program for all public 'iervice 
employment," I think our city would get about 3,0GO jobs, just fig- 
uring that out. That would be — we have 17,000 people out of work 
in our city, so tjiat would be one out of six people. 

If we went to the private sector and said, *'We have got money to 
subsidize 1,000 6-month jobs. Can you find useful places to put 
them to work and give them good supervision?" I think the answ- r 
would be yes, and that they themselves would find ways to give 
them training as a part of that work experience. 

I think it is a mistake, given the magnitude of the unemploy- 
ment we have today to just use public or community based agen- 
cies as work centers. The private sector is there. They -^re willing 
to help. This may help them a little, but it is not going to help 
them a lot. I think what we are really trying to do is put money in 
the pockets of people. That is why I think a simple program, simple 
requirements for me makes the most sense. 

If it means helping a Honeywell or a Pillsbury vdth some extra 
helpers for a few months, that doesn't trouble me at all. I am mere 
interested in getting money into the pockets of these people until 
this economy is straightened out. 

Mr. Holland. Given everything I have said, I subscribe tc every- 
thing Mayor Fraser just said. We were very fortunate, for example, 
when the Carter legislation came down, title Vli, in lhat we had 
retiring from Trenton State College, the college being a member of 
the county chamber of commerce, the president, who was also 
president of the chamber of commerce; and J got the county execu- 
tive to go with me and ^ay to the private sector, "You tell us whom 
you want to appoint, and v/e will form a joint PIC'* We were each 
a prime sponsor. 

The president of the cham.ber of commerce, became the executive 
director of that PIC. He hired his staff. Even in a capital city like 
ours we know the jobs are in the private sector. Worked out beauti- 
fully. Our PIC was pointed to as a model by ihp Natioiiai Alliance 
of Businessmen. If I had a choice of between iv'^' ii'ig somebody to 
work with money coming out of WashingTon C'^ning up that park 
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and putting somebody to work in the equivalent of Honeywell in 
Minneapolis, I would say put him in that private sector. Even if at 
the end of the training he didn't get a job, at least he is on their 
list. They know about him and they have evaluated him, which is 
imp>ortant. 

Ms. MacIlwaine. If I could just add on6 last point. By putting . 
money in- their pockets, if we could just reiterate, we will have 
them be taxpaying citizens that will create additiont.l jobs in the 
private sector by spinoff of their purchasing power and whatever. 
So I think that needs to be emphasized. 

It may be a costly program but you are taking people off welfare 
and you are having them pay taxes, which is somewhat of a pay- 
back. 

Mr. Holland. The chairman of our PIC was the local head of 
General Motors, so it was a dream situation. 

Mr. Gephardt. One of the obvious tough issues Mayor Fraser 
brought up in his testimony is how much you pay for these jobs. It 
is a difficult problem because, understandably, the public employee 
unions, and if you work with the private sector the unions there 
would be concerned about iwo classes of employees, if you didn't 
pay prevailing wage. 

Mayor Fraser, i noted that in 3-our McKnight employee program 
you paid a little more than minimum wage. You didn't pay prevail- 
ing wage, though. Can I get your views on that? I know that Repre- 
sentative Lowry talked about that to some extent. It is important, 
because when you are looking at our welfare/unemployment cost, 
and you are comparing that to the cost of this kind of program, 
what kind of wage you pay in this program is critical to how many 
people you are going to deal with and how much money is going to 
be out there, et cetera. Could you relate to that for a minute? 

Mr. Fraser. I think that is a critical issue because I know 
AFSCME was concerned, and I think may have been the source of 
the prevailing wage requirement under the old PSE, which helped 
to put it out of business. That along with the cap, because we 
couldn't do both. We couldn't both pay the prevailing wage and 
stay under the cap put into the legislation. For me the two basic 
protections against substitution or displacement of regular work- 
ers, I would make the job short term and impose a requirement in 
the law that there could not be displacement or substitution and 
put the burden on the local service delivery area to come up with a 
plan to prevent it. 

Make them show how they are going to prevent it from happen- 
ing. My guess is given the state of the economy today that the 
union leadership would be delighted to sit down and work out a 
program here from which they might get a few more jobs for their 
members as supervisors. But they would recognize they would be. 
folks on temporary jobs, low pay jobs, and they would know what it 
is for, a form of work relief, and that some of their members might 
even be the beneficiaries of that. 

I myself don't see a problem. I would put the requirement into 
law but let the local community work it out. The short-term re- 
quire^ men t would be the other way 1 think you could avoid that 
problem. Because if they see somebody is only coming in for 6 
months, tliat doesn't tend to worry them so much as if they think, 
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well, that person is going to be on there 3 years and then becomes 
a real substitute for a regular paid worker. 

Ms. MacIlw^aine. I guess the counties have always supported 
prevailing wage, but because of the problem of people thinking that 
if it is less than that, that there would be more substitution, you 
would be more inclined if you could hire people for less money that 
you would substitute more than if it were the same costs. But to 
me v/hat we need is just local flexibility of provisions for prevailing 
wage, or leave it up to the local county or whoever is running the 
program, the ability to negotiate that on the local level. 

Things are changing. Unions all over the country are making 
concessions. Perhaps v/hat he was saying was the unions would like 
some of the supervisory jobs and maybe concede on som.e of the 
entry level jobs as far as prevailing wage is concerned, 

Mr. Holland. If we could be sure that a young person, if --e 
were to lower the minimum wage, would get a job which otherA'ise 
wouldn't be available, it would be fme. I know a printer who is a 
m.'iyor who said that he would hire high school students if he 
didn't have to pay the minimum wage. But if he does, he is not 
going to hire th^^m. So it n'ieans those youngsters just don't get a 
chance, 

I think on balance, and this is one of the toughest questions 
facirif;; our society, you have to sti;y with prevailing wage. If it is a 
local option. I think thai is fine. But you can ultimately get into a 
Situation where you have a youngster competing with his father for 
a job. I think that is worse than being unemployed. 

AlPx}, as a county representative just noteci, I think the market- 
place i.s^starting to cut intc" the standards, so far as prevailing wage 
is concerned, across the board. I know a few years ago in our com- 
munity when the request was made for an additional holiday, a 
Martin Luther King holiday, I said fine. But you have to give up a 
holiday. I don't think Abraham Lincoln v»'0uld mind. State and 
county gave an extra holiday; we didn't. So we have a President's 
day and a Martin Luther King holiday. 

There is a growing attitude on the part of management in the 
public sector and bargaining representatives that it is a new day in 
terms of reality, needs, and resources. So I think we stay with 
them, 

I think if we stay with the minimum wage the marketplcCe com- 
petition is going to be such that you are going to have an adjust- 
ment there, 

Mr. F'kaskk. I wasn't advocating going below the minimum wage. 
I would not favor that. It is a question of between the minimum 
wage and prevailing wage. I think if you set those as the param- 
eters and let local j.^{A'ernment work it out. that is the kind of flexi- 
hility that would p:uke the most sense. Then you can adjust to the 
circumstances. 

Mr. CiKPHARnT, One last question I have is about training. We 
had a long session in St. Louis on t.'^aining. What 1 got out of it was 
that everybody knows how to train people. That is not a problem. 
What to train them for is the problem. They had a number of cases 
in St. I^ouis where they did a marvelous job of training people to be 
screw machine operators in one case, bricklayers in another, weld- 
ers in another. After they had produced odi) new well -qualified. 
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competent, enthusiastic, screw machine operators, they found out 
that there were no jobs for such people. All those people, or virtual- 
ly all of them, have not been able to get a job. 

Part of it obviously is the recession, the fact that the whole econ- 
omy is in the doldrums. Hopefully if the economy comes out, then 
jobs will be more readily available. But what came back to m.e over 
and over again was the fact that the people there, and some of 
them have been doing this for a long time, had no way to figure 
out very well what jobs were going to be available in St. Louis in 
the near future, in the foreseeable future. Ail of the people who 
had dealt with CETA and the city representatives and the people 
in labor said that one thing they thought the Federal Government 
might do better than it has done is to be a better provider of infor 
mation in local areas about what is there, what is likely to be 
there, and what kinds of businesses would likely need employees in 
the future. 

Do you feel that is a nee\i in your area, or do you think vou havt 
that figured out? 

Ms. MacIlwaine. I can speak for our area. I don't think we get 
very good information at all from the Federal Government. If we 
had to rely on it, we probably wouldn't have any kind of program. 
Our local chamber does most of our statistical woik. We do get 
so!ne information, but it is usually so far behind what is really 
going on that it is not that useful. 

The concern that I have, and I guess we argued when JPTA was 
being passed last year that because they have designated 70 per- 
cent of the funds to go for training, it is unrealistic to think that 
all these trained people are going to end up with anything. They 
have even, I guess the new thing the President is recommending is 
that intake workers, and counselprs and people who actually help 
people who are unemployed are disalicwed in that 70 percent. 
There is a^real issue there of what kind of services can be taken 
our of the 70 percent training Tunds. So you know my feeling is we 
don't get good information, but the jobs are not there anyway, so 
you need to do mo-o of other things besides the information. 

Mr. Holland Vv( are about to — we are considering and probably 
will undertake a study which will do precisely what you indicate is 
the need. James Howe, senior vice president and chief economist of 
the First National Bank of Boston and chairman of the Council of 
Northejist Economic Action, is working with some people who are 
working with municipalities to determine what the need*- are. They 
will not come into a municipality unless the project is funded by 
the private as well as public sector. 

We are going to be, I am favoring it, and 1 am sure the city coun- 
cil will agree, we will know exactly what the trends are in our com- 
munity. I think the Department of Labor will help with that. Until 
recently you couldn't even find out the unemployment rate in your 
area. So I agree the emphasis has to be on placemient. We have to 
know what the immediate option will be as in computer technology 
plus what the needs will be if steel starts coming back as all of a 
sudden it looks like it might, or housing. Whatever the regrowth 
industries would be. 

Mr Fraskr. I would agree about the need for better information. 
My sense is that we need it both at the national level to discern 
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long-tern) economic trends, but also we need to do it at the local 
level We have just formed a nonprofit corporation which repre- 
sents one of our public-private partnerships, which is suppose to do 
strategic planning in the field of employment. It is structured in 
such a way that it will nor have any manpower providers on th^- 
boards, so that ihey can critique our placement systems, our train- 
mg systems, our school system. Out of this effort we hope that we 
are going to get some good information so we know what we should 
be doing as a community. 
Mr. Gephardt. How is that funded? 
Mr. Fraser. By foundation and private companv monev. 
Mr. Gephardt. But none of that is city money?' 
Mr. Fraser. I am sorry. It is also subsuming the PIC. Bu^ the 
way \ve give money to the PIC, or have been, is by contract when 
the PIC undertakes to do a specific piece of work. For example, we 
did have an outstanding contract, which is still going on, in which 
the PIC w surveying employers to establish standards that training 
mstitutions have to meet for somebody to be considered work 
ready, or employable. 

Well, that then feeds into some of the staff of this new agency 
because they also do serve as our PIC. So there is a mix of private 
and public mone}*. 

Mr. Gephardt. So taking from what you have said and from your 
testimony, I guess, you think it is a need, but you think it is some- 
thing that has to be done at the local level, and maybe you would 
like to see some funding from the Federal Government to help tliat 
happen in local communities so that there can be better informa- 
tion and planning and strategizing on how to deal with this whole 
^sTion of training and retraining? 

Mr. PHRASER. Yes: because we are going to have to go back to the 
private sector year after year to support this. In a way, this ought 
to be part of a national strategy to more carefully aline cur policies 
and programs with respect to employment. So I think if money 
were provided that would assist us in planning, ihat would be very 
helpfu!. 

Mr. Gephardt. I want to thank you all for your excellent testi- 
mony. I reaily appreciate you taking the time to be here. Your tes- 
timony will be most helpful to us in trying to put together the 1984 
budget. Thank you. 

Mr. Holland. I want to tell you how refreshing it is to come to 
Washington and testify before two people, one of whom served at 
the municipal level and the other at the county level. 

Ms. MacIlwaixe. See if you can do something about the Presi- 
dent s budget cuts on JPTA. It really has us greatly concerned. 

Mr. Gephardt. I understand and we will. 

Our next witness is William Lucy, secretary-treasurer of Ameri- 
can Federati on of State and County and Municipal Emplovees. ^Ve 
are happy to have you here today and look forward to your testi- 
mony. 
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STATEMENT OF WILLIAM LICV. SECRETARY-TREASURER. 
AMERICAN FEDERATION OF STATE. COUNTY. AND MUNICIPAL 
EMPLOYEES. ACCOMPANIED BY STEVE SILBIGER, ASSOCIATE 
DIRECTOR FOR LEGISLATION 

Mr. Lucy. Thank you, Mr. Chairman. 
Mr. Gephardt. Welcome. 

Mr. Lucy. Thank you, Mr. Chairman. With me is Steve Silbiger 
of our union. We ccx'-tainly want to express our appreciation for 
this opportunity to present our testimony and present our views re- 
garding Federal employment policy. I would like to start by saying 
President Reagan's policies continue to consist of reduced domestic 
spending, unprecedented increases in defense spending, sharp 
supply-side tax re<iuctions for individuals and corporations and 
strict adherence to restrictive monetary policies. 

These policies are both inconsistent, imprudent, and detrimental 
to economic growth and job creation. We currently face the highest 
unemployment rates since the Great Depression: Almost 20 million 
Americans are unable to find fuU-tim.e jobs— and the employment 
prospects for the near term appear dismal. Even the Office of Man- 
agement and Budget forecasts that unemployment will remain 
above 10 percent throughout 1983. 

The human hardship and suffering that unemployment brings is 
being documented almost daily in newspaper reports across the 
country. It can be seen at D.C. General Hospital where 5,038 more 
people resorted to its emergency room and outpatient clinics in 
1981 than in 1980. It can be seen at a shelter for battered women 
in Peoria, where the percentage of women whose husbands were 
unemployed jumped from 33 to "0 percent after a local brewery 
closed. There have been increased reports of child abuse and ne- 
glect corresponding to increases in unemployment in Wisconsin 
counties, and the list goes on. 

State and local governments have not been spared. In fact, ii is 
ironic that this sector v/hich is supposed to help the unemployed 
has itself been decimated by President Reagan's fiscal and econom- 
ic policies. In January, the National Governor's ^.ssociation report- 
ed that current fiscal year revenues for States are expected to be 
down nearly $8 billion from whf^t was expected at the outset of the 
fiscal year. Cities and counties are facing similar shortages and 
budget crunches. 

Although the economy is expected to experience a recovery in 
1983, State and local governments will continue to falter for sever- 
al reasons. First, many State and local governments have carried 
over past budget problems into future fiscal years by accelerating 
tax payments, postponing spending, and shifting funds. The prob- 
lems States have deferred will haunt them in the future. 

Second, some governments are constrained by tax and revenue 
limitations that prevent them from taking actions to shore up lag- 
ging revenue. Finally, he national economic recovery will be 
uneven; many of the more distressed States in the industrial Mid- 
west and Pacific Northwest will see recoveries whs ' are both 
weaker and later in arriving than the national picture ,->ould indi- 
cate. 
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President Reagan's policies have or.Iy added salt to the wounds of 
State and local goverr -nents. Recently AFSCME, along with the 
Public Employee Depa. .nent of the AFL-CIO, released a study en- 
titled ''State of the States/' which provided a detailed analysis of 
the State-by-State, program-by-program cuts in Federal £:id since 
President Reagan took office. We found that since 1981, Slate and 
local governments have suffered S^u billion in Federal cuts. Such 
policies have only exacerbated an already grim financial picture in 
the State and local sector. 

The deterioration in State and local governments' fiscal condi- 
tion is acting as a drag on the economy. Real purchases of goods 
and services by State and local governments have decreased in 
each of the past 2 yea^s, falling 0.8 percent in 1981 and 1.1 percent 
in 19s2, while State and local government employment has also de- 
clined by 0,9 percent in 1981 and l.o percent in 198^1. 

By contrast, in the 1973-75 recession, State and local government 
real spending increased by 8.9 percent in 1974 and 2.9 percent in 
197"). and State and local employment also rose during this lime by 
•^.4 percent in 1974 and 4..S percent in 197"; even as GNP dropped. 
The gains in State and local government activity during the 197^^- 
7.-) recession aided in reducing the misery uf unemployment and 
helped prom.ote increased economic activity. 

We thus find ourselves in a vicious C3cle in which the primary 
deliverers of services to those burdened by the recession are them- 
selves victims of the recession. Federal fiscal policies must lend a 
helping hand to States in order to alleviate the hardships of unem- 
ployment and promote a sustained economic recovery. 

AFSCME believes that three actions are needed. First. State and 
!ocai governm.ents urgently require increases in general revenue 
sharing to ease fiscal pressures and stave off further cuts in serv- 
ices. Local general revenue sharing has essentially remained frozen 
since the beginning of fiscal year 1977— but since then the cost of 
purchasing State and local goods and services has risen by over 50 
percent An adjustment for inflation would give local governments 
a sorely needed shot in the arm. Reinstitution of the State share of 
general revenue sharin^^ would bolster the finariciai picture at the 
State level. 

Second, State ar-d local governments, along with the recipients of 
public services, v.ould benefit from the creation of public sector 
jobs. These need not be make- work jobs: there is plenty of impor- 
tant work to be done rebuilding and maintaining the public infra- 
structure, staffing day care centers, and providing many other vital 
services. Public service jobs will provide the unemployed with the 
opportunity to become productive members of society. Thousn^' is of 
current AFSCME members, particularly women and minorities, 
gained entry to full-time, gainful employment through the previous 
public service employment program. 

Final 1\-. Congress should act to restore domestic spending cuts in 
the areas of job training, social services, and health care which pro- 
vide the unemployed a paih to self-sufficiency. We must make a se- 
rious commitment to retraining displaced workers and to providing 
the economically disadvantaged, and especially disadvantaged 
youth, with useful skills. Since fiscal year 1978. budget outlays for 
employment and training programs have been cut by over $5.'^ bi^- 

4 7 



44 



lion or 52 percent — and these sharp reductions are before taking 
inflation into account. 

Acco:npanying the increase in errjployment and training must be 
an expansion of social services to support the efforts of the unen:- 
ployed and the economically disadvantaged to improve their eco- 
nomic well-being. Also, control of health care costs should not be 
achieved by cutting services to the poor and unemployed, but 
through controlling costs of the health care industry including cap- 
ital expenditures and doctor fees. 

I would like to take this time to make some comments on Pres> 
dent Reagan's propo'ials for fiscal year 1984. The President's pro- 
posals display little appreciation of the dismal economic situation 
confronting us. Despite the hardships of unemployment and the 
poor condition of State and local government, the administration 
continues to push for the same r ickage of fiscal policies that 
brought us lo these difficult times: Substantial increases in mili- 
tary spending, large reductions in .'^ornestic spending, and more 
supply-side tax policy. »» 

The administration has put forth proposals to provide incentives 
for employment such as a jobs tax credit for hiring the long-terJTi 
unemployed. Enterprise Z.)ne tax credits, and a subminimum wage 
for youth These proposals have serious flaws, and are grossly inad- 
equate to meet current needs. We he!ir?ve that the most effective 
way to improve the long run employment prospects of the unem- 
ployed and the economically disadvantaged is to equip them with 
real skills through training and supportive services — not to give 
their potential employers further tax breaks or to threaten neces- 
sary labor protections. 

America also needs programs to reverse the economic decline o: 
our inner cities. The administration's proposal for Enterprise Zone.s 
is in our opinion not the answer to these difficulties. The effect of 
Enterprise Zones would be to simply reduce business taxes further 
without much impact on eniploymeni and rob government of its 
ability to provide basic services that are required for sustained eco- 
nomic growth. 

Rebuilding our Nation's distressed areas requires the direct in- 
vestment of public funds for bricks and mortar projects, capital for 
business, education and training programs for local residents, and 
developing local capacity. 

The Reagan administration has pursued cuts in domestic pro- 
grams and suppiy-side tax oolicies because of its view that Govern- 
ment spending is wasteful and unproductive. AFSCME believes 
that these attacks against Government spending are unfounded. 
The time has come to cast aside the simplistic notion that all forms 
of public spending are unproductive. Our private economy requires 
Government intervention for economic stability and economic 
growth. Good highways and railroads permit the efficient transport 
of goods and produce. Good sewers make possible business expan- 
sion. Good education and training systems enhance the skills of the 
v;ork force and advance productivity. Good social services enable 
the economically disadvantaged to join the ranks of the employed 
and become productive members of society. 
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We believe that Congress must take the lead in formulating an 
eflective employment policy and look forward to working with you 
m this critically important area. 

Thank you for this opportunity to testify. Again, Mr. Chairman, I 
want to express our appreciation for having the opportunity to 
project our views on this matter. 

[Testimony resumes on p. 5L] 

[The prepared statement of Mr. Lucy follows:] 

Prepared Statement of Willia.m Lucy 

My -ar.e is Williar. Lucy, and I ar. Secretary-Treasurer c f the 
red-eraticn of State, Ccunty and Municipal E.-r.z^loycos whicr. 
r-:-cr-5or.t5 zvjr dt.-j millicn public sector workers tr.roucr.out the 
nation. Thank you for the opportunity to testify before the 
£r.p I-:yT.cnt and Tram in:; Task Force a.nd to present our views re- 
Taromn federal err.p loyr.en t policy. 

?residen'^ :-^eagan's policies con t i nue to con s is t of reduced 
do~estic spending, unprecedented increases in defense ipendinc, 
srarp supply-sid.^ tax^j::^ductions for individuals and corporat ior:5 
and strict ^^erterence to resrtrictive r.cnetary policies. These 
pclicies /?ire both mcons i sr er t , ..r.prudent , and dc t r in^.en ta 1 to 
-conornjt'c growth nr.d :ob creation. We currently face the highest 
uner--p loyrr.on t rates since the Great ::epreG ss icn : a Inmost 2 0 r.i 1 1 i on 
An-.er i;.-ans are unable to find fuil-ti-e jobs - and the e^^ployr^.ent 
prospocti: for the near-terri appear disr?,a] . Even the Office of 
Manag'j.T.en t and Budget forecasts that unenp 1 oyment vill remain 
j^cv^' i) peroenn throu-ihout '953. 

The human hardsr.ip and suffering that unenplcyment hrin::s 
IS o-":in; -ccu^ented alnost daily m newspaper reports across the 

r un try. It can he se e n at D . Z . General Ho srj i 1 3 1 vhc r e 5 , C 3 3 rr.o r e 
' V ' 1 r e s r t -J d to it s <:'r.e r c e n o y r Dcr. and outpatient clinics in 
• ^ 1 t h n 1 n 1 > ^ . : 1 o a n be seen at a c h, e 1 1 e :■ f -j r ba 1 1 e r e d 
:\ . n ? • - . r . i , wh e ro t h e r r. t a "re of wc.t>> n vho r^*} hu s b a n^ : 

wer--- -r.-.^riLp 1 oyjd ^urriced frcn 3i r-.-ro-nt to 70 p.jrcont r]ft.r i 
L c 1 1 r • • '>■ •.• r o I c :^ ;v . V n • / r e h j \* e e n i n c r e a s o d re r c r 1 3 z f 
;:nil ! ..i:. .^e \ r. I > ^ ^ oo r re sr c n: i r; : tc in c r ■ *a o m ■.:n\?Tr, 1 oy~. ^n t. 
: n \ . ^ :r , n s : n ir. t : e . An i t h - ^ 1 i t v".- ■ v: . 
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Stare and local governnenr.s have not been spared. In fact, it 
IS .\r*cp. ic tr.at this sector which is supposed to help the unemployed 
has Itself been decimated by President Peaaan's fiscal 2nd eccnorr>:.c 
policios. In Januaiv, the Maticnal Governor's Association reported 
-::at currer.c fiscal year reven-es for states are expected to be 
d'jwn r.'-'arLy SS bil''.ion from what was expected at the outset of the 
fiscal year . v.' i ties and counties are facing similar short aces 
and budget crunchers, 

Alth-juch the economy is e:<pec:.ed to ?xper:.ence a recovery in 
19- .*. , state and local gove rrjr.ents will continue to falter for 
several reasons. First, m.any state and local ccvernments have 
c£.med ever past bud-et problems into future fiscal years by 
accG I'lriit mg tax paym.ents, postponing spending, and shifting funds. 
The problems states have deferred *ill haunt them, in the future. 
Second, seme gcvernnents are constrained by ta:< and revenue limita- 
tions that prevent them, from takina actions to shore up lagging 
revenue. Finally, the national economic recovery will be unevtn: 
many of the m.ore distressed states m the industrial Midwest and 
Pacific N'orthwest will see recoveries which are both weaker and 
later ir: arriving than the rational picture would indicate. 

President P.eagan's policies have only added salt to the 
wounds of state and local governments. Pe.ceutly AFSC.ME, along 
with the PuDiiC Sm.ployee Department of the AFl-CIO, released a 
study entitled "State of the States", which provided a detailed 
analysis of the state-by-state , program-by-progran cuts in 
federal aid since >re5;ident Reagan took office. found that 

since loai, state and local governments have suffered $57 billion 
in federal cute. Such policies h.ave only exacerbated an already 
.:;rim financial picture m the state and local sector. 
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: vojij li-:C' '-o tak^i thi5 ^ine tc r^a'-te Gornc corrj?,ents on 
? resident ?.e-iqar. 's pr'jpc.s,:il?3 r-^r FV 19 84. T/.c Provident':: :.ro- 
c-cscls display lit::lo apprec-i.aticn cf the disr.ai econor^ic s^-. .jr. icn 
confront ir.g us , Despit-^ the hardships of uner.ploy::ient and the poor 
condit;.on of state and local qovernrn<^n.t: , the Administration con- 
cir.'aes tc p'jsh for the sar^e package cf fiscal policies that brought 
us tc these difficult tiroes; substantial increases in n-.ilitary 
liyOndir.-:: , lar^e reductions in domestic spendma and r^ore supply- 
s.de tax .j-l^cy. 

The Adr-.vni>5tra tion hr^s put forth proposals to provide ' inceh- 
ti.'-i-t:' l'^. r •::r.- loy-ent sucn as a :cb5 tax credit for niring the 
Icn-^- t'-jr:". unerr.pl oyed , enterprise tcno ta:< creditis and a subriininum 
wa -e for youth. These proposals have serious flaws, and aro crrossl 
irade-^yuate to noet ourr-'^nt r.-eds. Wo believe that th*? r^oh-t 9: rec- 
ti vo way tc impro'.'e th,e Ion::- run ^r.pioyr^ent prospects of th.G 
ur.er.ploy-d and the ec'jnor.i ca 1 y n advantage d is to equip the:n 
with real 3^11 II 3. throu:;h tra;nin>rr .^nd supportive services - not 
tr -:ive th.eir potonti->: er.p 1 oy*^' r further tax bre^.ks or to 
threaten nece5.T,ary l.ibcr prcr' ■■■r3 , 

'■j-.erica ; ^ - needs projraro to rv'/er^e tr.e e Conor. 1 decline 
of cur inner "ities. Tho -'.dr-.in i :i t r a 1 1 on ' ~ proposal for r;nterprii:o 
V.oner, is not the answer. ''r.c effe:" of ^ntorprij^e "ones would be 
tr. 51-rly re iuc' r,usin---:o t"i:-:es further without r.uch impact on 
erp 1 rjyr-'^-: - ir. 1 I'l' :c.vernr-?n- of i.ts ibiiity to prnvide o^sic ser- 
vice u ir.i'z "ire re:.:: re: for .r in t a 1 n<:<: '':'C'j'rLor.Lc growth. 
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-eDuU:^!:.? ov.z ncii.cn'a iistr-ssed areas re::^Lr^3 ^nc --ect 
investment of public funds for br.ck. ..d rorrnr cror^cts, c.p.r.l 
for busxness. oc:-.c3t:on 3- tra..:.n. .r.^rar^s for local re.-ont., 
and developing locc.J. capacity. 

The Reagan Admin^-strcttion has pursued cuts m i.-re5*::c prc- 
gran^s .nd supply-side tax policies because of its view th.t ^ovorn- 
nient spending is wasteful and unproductive. ArSCMH -elieves that 
these attacks aga.nst governn:-nt spending aro -n^ound.d. The 
time has .cone to cast aside the sir^plistic notion that 
forn^s of pubUc spending are unproductive. Cur pr.-'ate econcry 
requires governr^ent intervention for econonic st:.bUity and 
Gcononic growth. Good highways and railroads pernit the efficient 
transport of voods and produce. Good sewers .ake possible ous:ness 
expansion. Good education and training syster.s enhance the shills 
Of the workforce and advance productivity. Cooc social services 
enable the ec " ' or^ica: ly disadvantaged to :oin the ranks of the 
employed and becoro productive menbers of society. 

We believe that Congress nust take the lead in forrrulc^tmo 
an effective e;rpioyrent policy and look forward to workinc with 
you in this critically i:npcrt3nt area. 

Thank you for thi.s opportunity to testity. 
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Mr, Gephardt. Thank you very much for your excel Icnii testimo- 
ny. Representative Lowry, 

Mr, Lowry. Thank you, Mr, Chairman. 

Thank you for the testimony. What would be the total outlay re- 
quest in 1984 for the different elements vou said that we should be 
doing in 1984? 

Mr, Lucy, We have projected, Con^i^rpssman. an overall program 
that would total some $25 billion in re'>\ niies. It is our anticipation 
that that expenditure, with the targeted areas that we piopose, 
would increase the employment, directly and indirectly, by some 
2.-") million people. We see a real need through infrastiucture pro- 
grams, for development of skills in the health care and health de- 
livery systems. We see any number of jobs in the environmental 
area that could certainly be productive jobs in terms of the life of 
the cities, counties, and States, in providing clean air, clean water. 

We see a real need to do something in the area of the elderly. 
There are new needs just by virtue of the elderly livmg longer. Day 
care centers, as I spoke of earlier in the testimony, are certainly a 
fundamental need we have, 

Mr. Lowry. Outlay expenditures of about $25 billion? 

Mr. Lucy. About $25 billion. 

Mr. Lowry, That is an estimate of the overall program. What is 
,'\FSCME's position on the third year tax cut? 

Mr, Lucy, We, as you are aware, Mr, Lowry, believe that the tax 
program in total was unfair to the broad cross section of American 
workers. We look at the third year cut as again giving more to the 
already wealthy at the expense of the average American citizens. 
Let me say we would, however, certainly take a look at how those 
funds might be used if they were to be used in a job creation 
inanner if the cut is to go forward. It is our viev/ that the dispro- 
portionate inequitable impact makes the third year cut somewhat 
quest ion^ihle. 

Mr. LowRV. Would AFSCME support elimination of the third 
year'.' 

.Mr. Li'CY. Let ine say we would want Icik at it although our 
basic instinct would be to support the elimi/'r-tio.n of it. 

Mr. LowHY. What level of PSE employment do you think wg 
ouirht to be working on in this committee for 1984, and what do 
you think the wage rate should be? 

LiTY. Let me answer the second question first. Naturally, we 
arr very concerned about wage levels that would seriously impact 
the levels we have established already It is our concern that 
most people view public sector jobs as something that anybody can 
d(), therefore there is a ready supply. We would argue that prevail- 
ing rates should exist and that skills required for the jobs are skills 
'ihat are valuable to the community, Wl would certainly take a 
look ai any proposals that would come forth with State and local 
■^Ujvernnient to establish a rate that would try and supply the larg- 
£\^t number oi'jobs. 

in the [)r()posals we have testified before on, and our support for 
pw.v.tKnis taken previously by the AFL-CIO, we believe just a hair 
over one-half billion jobs would be the target figure. We are con- 
cerned that in terms of just looking at the maximum number of 
jobs, looking at the lowest pay, is not the answer to increasing that 
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number because we are not talking about leaf ral .ng jobs. We are 
talking about jobs that actually need doing in cities, counties 
around the country right now. 

Mr. LoWRY. Thank you. One last question, Mr. Chairman. Re- 
garding reinstitution of State revenue sharing, what is the outlay 
figure for that in 1984? What would that be? 

Mr. Lucy. About $2.3 billion. 

Mr: LowRY. Thank you for your very good testimony. Thank you, 
Mr. Chairman. 

Mr. GEPiiARDT. My question is on defense. Do you have a position 
on the increase in defense that you would be for in this budget? Is 
5 percent in real terms, or 3 percent? Do you have a position? 

Mr. Lucy. Let me say, Mr. Chairman, first we are as an organi- 
Y.alion, certainly as Americans, concerned about our defense pos- 
ture totally. We are concerned that the serious focus on defense 
spending is 'shifting our concerns from other areas of our society 
that need attention. Our view is that something between zero and 4 
or 5 percent might be looked at. I would prefer certainly on the low 
end. zero to 3 percent, might more meet our needs, 

I am not convinced that we need an MX missile. I am not con- 
vinced that the B-1 bomber is as effective as advertised. I think the 
strength of our Nation is much more rooted in the well-being of 
our people than it is in nev/ and advanced military technology. Al- 
though we recognize that we have got to keep a strong military 
force, the tremendous increase in defense spending and the larger 
and growing proportions of the overall budget reflected in the de- 
fense spending is a bit, in my opinion, out of proportion to our 
needs. 

Mr. Gephardt. To reiterate A^hat you have said so I ciear;y un- 
derstand it, I take it you are saying' yoLi would like to see us add 
about §25 billion for jobs? 

Mr. Lucy. Yes. 

Mr. Gephardt. Would all of that be targeted at public service 
jobs, or just part of it? 

Mr. Lucy. No; I think a po/tion of it could certainly be ear- 
marked for public service jobs. What certainly is necessary is a 
strengthened private sector, or strengthened private sector "econo- 
my that could create the expansion that would take up the real 
excess unemployment we have experienced. V/e think that a strong 
public service is necessary just to meet the minimum needs of our 
cities, counties and States. We don^t see the public sector as being 
the answer to the unemployment problem. But certainly as has 
been the history in past years, it has solved at least a pDrtion of 
the problem in times of just unusual economic distress. 

The problem we have now, which apparently is going to be with 
us the rest of 19S3, possibly even 1984, is that the economy is 
either so weak, certainly very erratic, and if recovery comes at all 
it is not ^;oing to be uniform recovery. We will have areas of the 
country ill experiencing serious distress and no program on track 
to meet i.^ose problems. The answer is not moving to the Sun Beit. 
Vou are now seeing increased levels of unemployment in that area. 

Mr. GFrHARDT. I don't know if you were here when Mayor Fraser 
\\'ii< testi^yin^^ hut he was talking about a program thev have had 
there to try to involve .p)eople in private employment. He was talk- 
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ing about maybe using some moneys to partially subsidize employ- 
ees in the private sector. Do you have any opinion on that as an- 
other way to try to get people back to work'.^ 

Mr. Lucy. As I said before, we think certainly that the private 
sector is the long-term answer. Any place we can get the business 
community to cooperate with a public sector program should be at- 
tempted. I don't know the particular program that Mr. Fraser was 
speaking of, but I would suspect just knowing his interest and con- 
cern in these areas that it would be one that would be beneficial in 
terms of the city, and certainly would be focused toward relieving 
just the hardships of unemplovment among people in his communi- 
ty.^ 

1 don t see that kind of program being the answer to the overall 
problem, absent some sort of national priority given to a jobs pro- 
gram. I think if left to community by community, the distress they 
are experiencing right now simply in many cases would not allow 
the most hard-pressed area.-; to formulate programs even if business 
was willing to cooperate. 

I would look at a city like Detroit and raise the question, where 
will you find that sector of the business community that is either 
able right now to involve themselves, if you look at New York, 
Philadelphia, Cleveland, where the unemployment problem is diffi- 
cult but it is a much more severe pro 'Mem among large segments of 
the population, the unemployment p; jblems of black youth will not 
be resolved through, I donl want to call them do good programs, 
but by limited programs on a community basis. There has to be 
some national thrusts to get at the deep-seated pioblems of the 
structurally unemployed people in those communities. 

Mr. Gephardt. Do you have any figures for unemployment in 
your union nationwide'.^ 

Mr. Ll'cy. Our union is not one that you can measure in the 
same context you do industrial unions or trade unions. We believe 
tiiat in tlie public sector in general the work force has been re- 
duced some :v:H.',i)()0 to :^r)0,()00 people over about a 22- to 24-month 
period. From among our membership as a result of this budget 
crunch, tax limitation problems, we have probably lost about GO, 000 
members from our union. The impact of that is that you see a seri- 
ous reduction in not only the level of service but the quality of 
services in community after community around this country. 

In man\- cases, services thai previously exi^itod for f'-c^e. have to 
be paid for by assessments or fees. We triink that has -jontributed 
to reduction of qualitv of life in those cities and counties and 
States. 

Mr. CrKf'HAin)T. Wlu^tj >-:)u sav iln/joo^ l^jw rri rir\v- oH'n^.bers 
d<) you hav^.*'.' 

.\Ir. Lrcv. Our union h^\> i^hniil i.l iiiillinn ]:iTt'n)l)-'rs. v'irti.Uilly 
:\\\ m the puf)! ic s(-rvice, 

A?r. f hirii-ARDT. Represent at ivL* Low ry. 

Mr. LowuY. Xo furrh(^r questions. Mv. (.'hairnian. 

Mr. CiKPH.AHin'. I rippreciate very much your takin,^^ tli-- tinw' to 
be here. Your t<L'Stimon\' v. ill be very helj)ful to us m tr>in;^^ to [nit 
lo^etl-K^r t}~ie f)cirts of the TJS 1 budt^t-t Thank you very riiucii. 

Our" last witno.-:^> will h(' Lydia P'ischer. ecorKiniist. r't^soj; rcli d'-- 
partnient. witli tfi- ['uitori AuU) Workers, 
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STATEMENT OK LVDIA FISCHER. ErONOMIST, RESEARCH DE- 
PARTMENT, UNITED AITO WORKERS. ACCOMPANIED BY DORIS 
SIEGNER 

Ms. Fischer. Thank you for the opportunity to be here. With me 
is Doris Siegner, a colleague in my department who has been in 
charge of our involvement in JPTA. 

Mr. Chairman, as you know, the UAW is headquartered in De- 
troit where one problem this committee is dealing with, dislocated 
workers, is at its worst. Living in Detroit, you live with the dilem- 
ma the committee is addressing. One of them at least. We are talk- 
ing about training people, and that is fine. But where are the jobs 
going to come that we are training people for is a problem. 

Yesterday, for example, there was an article on the front page of 
the Detroit paper, with the following ^:ory\ Last Saturday 1,000 
people applied for just six jobs. The line of people was half a mile 
long by 8 o'clock in the morning. One of the people interviewed by 
the Detroit Free Press was a 40-year-oId millwright laid off from 
steel. He had been looking for a job, he said, for 1 year already, in 
the State and outside, with no results. 

So here we have somebody among the most skilled in metalwork- 
ing, and there are no jobs for him either in Michigan or anv-where 
else. 

Let me tell you the extent of the unemployment problem at GM, 
which is, of course, the largest corporation that we have organized. 
I am sure you are aware that the company and the union negotiat- 
ed a lump-sum payment for laid off GM workers ar the time of the 
holidays. There were 167,000 people indefinitely laid off from GM 
then. In order to be eligible, you had to have exhausted your UC 
and to be jobless, of course. Incredible as this may seem, fully 
^"7,000 people qualified to collect their S30U bonus. 

The extent of joblessness among autoworkers and suppliers goes 
far beyond those laid off by GM. By BLS^s count we have Iost 
^^25,00(1 jobs in auto alone, and across the economy we calculate 1 
million auto-rclated jobs are gone. 

The i r.pact on black and minorities has been especially devastat- 
ing^ beci. use BLS figures show that the\- m.ake up 22 percent of the 
auto work force, while in the work force nationwide they only 
make up 1 1 percent. 

So when plants in Detroit or St. Louis close down, the black com- 
munity suffers disproportionately. The same has hrippened to His- 
panics in plant closings in the west coast. We have h:id plants close 
there that were one-third Hispanic. 

Though there is much talk of reco\-ery nov, see very little 
evidence of it in the auto indusuw and ceiti:'- in. ancjiher hard- 
hit industry, farm implements. 

Apart from a modest uptick in auto produL .^m there is not much 
there. The latest doi; -tic sales figures came in some >{ percent 
lower in February ih..n 1 year ago. Eventually, however, econo- 
niists say recovery must come. 

Brt it is widely predicted that even then countless tliousarids of 
the jobs lost in auto and manufacturing as a whole will not reap- 
pear. V'^r one thiiia, ir^ auto, we know that tluTe hav(^ be^n j^ioduc- 
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tivity improvements all along. From 1980 to 1981, BLS calculates a 
4.7-percent improvement in productivity. 

From 1981 to 1982 the official figures are still not out; we have 
computed that units produced fell 12 percent but employment fell 
14 percent, this despite a much richer output mix. So we have got 
the blessmg, but the problems also, brought about by technological 
change. 

The UAW has responded to this massive crisis of our members in 
collective bargaining, in programs for retraining people, in crisis 
intervention, et cetera. I will bo glad to comment on those if you 
have any questions. But the scope of the dislocation problem is so 
severe that we can barely begin to meet the needs of our member- 
ship through collective bargaining. 

Most important is that, of course, we cannot make jobs. So we 
look to the Federal Government for assistance and action. Unfortu- 
nii* h'. the response has been opposite from what was needed. 
R -T than soften the blow brought about by the crisis, the Gov- 
L-i :ent has made it more severe, as shown by the fact that less 
th^.n half of the unemployed are collecting unemployment benefits^ 
• proportion far lower than in previous recessions. 

■n terms of dollars, it has been calculated that the increase in 
( -ovr-:-:^ nient assistance per unemployed worker plummeted from 
\v-rage of $-:J92 in the 1970 recession to just S48 in 1982. 
Now, one of the 1984 budget proposals of the administration is to 
spend $204 million for the dislocated worker program under JPTA. 

This amount we believe is totally inadec[uate. Only 96,000 people 
would be served. This is according to the administration's ov*'n fig- 
ures. Now, we calcuate that the number of displaced workers in 
any year right now would be, could be as high as 2 million, al- 
though here we don't have any official data. 

Aside from its sn^ill funding, the dislocated worker problem 
under JPTA, i'i\U> short of need in that it does not require a sti- 
pend. This will d^sc;Airnge piany from enrolling in training; many 
others will onls . ; r.' U kjr a unlimited — shorter — training period. 

Experience telL- that short-term training does not lead to 
enough skill devei'^pnjenT to warrant good, long-term job opportuni- 
ties. Furthermorr, no services, such as counseling or crisis inter- 
\'ention. are required by JPTA. either. No health care protection or 
oth(^r assistance such as help with home mortgage foreclosures. 

Still, we are gratified that there is a dislocated worker section in 
JPrA because th.at means there is recognition that the problem 
exists. But wo urge Congress to fund it at a minimum of ?! billion 
for the next budgetary y^\ar, and to provide l>'r fund^ in the future 
so we are assured of the continuing existence of the program. 

Also, JPFA must require that income maintenance and support 
>er vices be j)rovided. But we want also to stress that the main 
[H'oblem ol' tiU' administration's prograir.s to aid dislocated w^^rkers 
is that its only focus is training. What v.e need is jobs. 

First, we need to insure economic recovery. That will take a mas- 
sive eiJort in terms of job creation. We hope that the 84.9 billion 
[Kissed by the liouse. if enacter?, ix^comes only the first installment 
ot' a much m-jfc arnhitious ...i:.k.-j:>\ 

Src' !\;, a trad^- {)ohc\' w!-iicli takes into account the 

inip;;/t ti. ^-K-numny oi ihi' trade f)<)licies of other riatioris. 
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Third, v/e need a coherent employment oriented industrial policy 
that encourages development of high tech industries while preserv- 
ing and strengthening our basic manufacturing sector. 

Thank you very much. 

[Testimony resumes on p. 

[The prepared statennent of Ms. Fischer follows:] 
Pkltarkd Statement ok Lydia Fischkr 

^■'-u:n>. yo'j for opfxjr t t -.^ lo i;res-n; ine I'AW's v;-v.'[, Ine 

^^■^^on's trcinirvj cmO •,;:ivjy'r:cnl pr-j.pos'-ilb esprntici!/ as effect di:-,!D<_ated 

\. -■/.<:. 'iiv *r-rr .c:? i .'--s :-j :r~ios'/ propobcK A-r-iic:i v'.f- .vo-iri rt*roi-nfTif-n(1. 

•• '■ 'ri-; '.jr,r^ :J.- ^•,-i:Jlt,C!_- of it, '.'pr-t fron~. O romv rT,odobt uptick in 

• ' c- f .r V. c..;iitir,-y.; fu;r-] firTH-s. in 1 ?82. only 7.2 

'• ■' i;: ; y.:-, Ar-rr pro.;' k.-:- ■'■ ' ■ri;!-,; Sfotr-s, rjown ^^^ii per!."ent fro-Ti 

/'s i.:^t ..--.r. 71,;- ,i;,rjj(:: or, -t;ip!<.i/'i.'-r,t fic'^ L>?'?:n pre<lijln.bly 

:r.; I'. P/-. r ^--.i^i- -■7iip-,vrW :'idi;sTry <^:-p!oyi-J 1 ,005,000 hiuc- 

■■■■ • 'v.<.:r .v';r..-r'.. i "■'•?. tfi-;. fl/iLr,. u8f\000, n <it-:iine of 3} 
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-rr-^-S'';. ") "fr'^rif -"jro^p" 'or- :^>f' i n;)'-, >, Trcmsfer 

■irov .'■ Vo'.^f^- ;)cvr:,(-n:s cv-rn'j'-i S3S D-r tt onth (i?7? dolkirs) 
ir,.'r,.,,.>.,i n /'-rn'-" '>' ^ V'--' '-or.v •^■'^'l-irs) for •-O'- r- i^'^wlv nri^-rr.;-. lo ! 

w:--'^'-.', L^f'lf' ^-'■^'-il'T •'--n' -nT n."'-' A'; Tr-'.'ssi'^'': sr, to lin-s, citi'-.S. .'ind In rh^- lilt rriat'r 

rr>f-i/ fifuj r,nt'0' i! .-r -^.[vjrrnss'rM'or . "rf-v^rs'' rnr" [>^^' nr-,»^s'' (\^*' \^}•''.^\r^ s'-rt frfrn ovrrseos 

ro th'- ^^.-:r ■ i-pff'SS'") ■ "V'-npIr,'/*-'.-^ of r^'-rrt^t:. 

Spot~ I a I Mc<xi5_qf_ J^_i sjoca ted WorUcrs 

Tf.'- rrnks of t^'- v/fwi :u:v' h \ p.-rriian^^ot Iv iac^'i frcn 

:';•<■; .-•h'.-; i,y,i<- i i s * r I hnv*- SvV''llf-i.j To ''norrno*:'". proport'ors, r ^■.i: ? ;ri - o ■ ly !ri 

-o^'"- A'^T" V"'!'' i'lo-^t rlosf'.:. T'lrf-, Infii viii' 'cis -ir,- oft*-;' It/i ;-s'-r vir^^ A'f\- '^.i-rs, wJrti 

^.T'-vf-pt'-r! r>-->v''^'; tv/ fn-iilv r'^^r^XiS i M I ; * i'-'S. onrt hy lonljiiity to s?^ll 

I->"'r 'm',-;;'"-, w'-iirr-' rrpr'->*'o1 iS<-ir r^i^tif' iiff so / ■ ;•. d d-^'pm'i.s-^'d lornl 

■■,,.i'<. ■■ rr, o.-^v. ]'!<• ','^f•;{^ 'if if ^'i wor^rf. for ("Orriprc^.'' ^^i . •• loh'or iTGrkc\ 
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con i>e c "^nser vctivel / estimated tnct al least 2 nil! lion A'orkers a year fall into the 
"'•ji^p!'ic*-n worker" coleQor/,' 

.V.or ^-over, The present structure of tne dislcxrated worker progrom has • 
<.*-rt.o«;> ilf".;:c;:i->-^s. S*'Pportive servlcest stlpen,ds, allowances and odministrati ve costs 
are tc l-f; percent of the fedcrc! fundi cvoilobie to the stotes. Even thcvjgh this 

lirriitatlon does not apply to any stote motch, at best, the availability ond size of 
s*:pt-n(js end allowances will be only rrMnimci, preventing many workers from porticipating 
in T'oiniri,; programs because they will lack the finonciol resources to support themselves 
ono trH.ir families wr.iic in t'oinlnrj. Limited stipends ':nd allowonces also will move 
•ne progra;r'.s towcrd short-term trcinlr,';;, which past experience has shown ofT<.n fails 
to rv'iuit ;n skill devfr!opm*jnt thot leads to good long-term job opportuni:ies. 
FuTlriermijre, making S'jpporiive services compete for a small pool of potenTiol funding 
iS i^spc-c ,all/ -inert -si gf-^ted. Often !he cvcll ability of crisis intervention end counseling 
>ervice., sucn as fGr.iiiy aoG credit counseling, are o pre-condition for succcess of 
Training or other forms of os^lstance, ns ore health care protection, life insurance 
cov^^rnge, one' mortgage cssistonco. Compounding this limitation, the law does not 
rei^'ir*.' that rjrv^ of these services and protections be provided. 

Among the things which ore needed if a comprehensive displaced worker 
eiT.plr}/'- '."it end training progron- is to iDe successful are the following: 

c Motice. 'iVhen a plont upon which o community's cconoiT'ic llfeblood 
depends is cl,r}^j^ to close, ndegvjcte leod time is essentiol if appropriate progrom.s to 
asii.st nffrcted workers ore to be successf'jily developed and implemented. Y^d virtually 
Liliy^.f urrong Ih^:- r^djor industriollzed countries, the U.S. does not require advance notice 
' ?T,Gjor picnt ^h'.jtdowns. 



:.s:i,TiOte ba.oed un work by Professors Barr/ rJ.iuei;tone and (2o/mctt Morrison in 
which they found th-.it 15 million U.S. workers become victims of plont shutdowns 
t)t'twfe:i I?ci:^ ond l?7t> — ari average of 2.1 million per yeor. Given the magnitude 
of thv' 'M-onomic crisis nnd th^; severity of its impact on bosic industries such os 
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^ L^lliELiliil- Current 0'npio/-^ef:t cnj rrainirr; progrG-:'5 r-nri :o i;- rigiaiv 

5pei:-. r>^.t c-iJ :,rr;ite- In i.cop<.-. InsteoO of rr^oldiny rhe proc;r^rr to th., ne^-os of the 
•i'- ,^io..^: or r-os^- c-o-;' to L>t- Oisplcced by r<-chr>ological chanc-s. too of:-, ,,5.t tSe 
r-vrrsr -K:p^»vns. '.Vcrsr ---t. ■■;st 'Aht-n oOditionci mc-osur-*-. ortr ne-d--: to :c:;v with a 
-■cssivr- icy-.:i ^;siocat;on cr;sis. aci^-quole :u.-,d;;,g -nay net cvaMoDl- ^:u'- To Innoilitv 
?n roisc -notcr-^n.j f^x.cs l.x:<j,i/, or ^t^cou^f of preOer.rrrru n.-.i rirjM fun'-lng c^-llings 
■v.n,.>.r re.:;ord ro current nereis, ir^sttro.:, g for yrt-atvr rr^eosurt- of fi-iobi'lity r^veCt-J 
to iciior proc;r.jrr:S to irv- s::;^-r|f-c itc-.^ of : - uriernploye^:. 

r-x:,-r.-n< ;xjr r iculc: I for 'Jlsploc^^o A-or^erri wfiosc id'-Mtitv i^. :,,oTn.! r;- 

c.;r-.-r% to ^t.ic'i r')^;y hav^ t:evot.,d a lilrr:?-".- of servi-e. :^tt':-n ,n s,>cri cr:srs 
-v.j.;a^ii.tv of coor.Jlnor^;-.: rrlsis intrrven: Ion or- -ounst^ling Services. M.ch 'c--V..' 
- r.-;,t r o;r:s-;:Krg, -.-re c pr -con.:ii t ion for l>^Jr-r>ss of otfifr forrr^s o: r-sistar^Cf,, 
" Crt-tifiun. Oftr--, j[sploc-J wor/^-rs urr lrcpp-(i i- 

./'Pn<; cur..:^ t , .-s ..-rnch Mcv- nru>'.,onv rT>ass;-.v rrosion of thrir 'xonorr^lr 

:-'^s.>. .-irlon to othf>r .olntlon for o small rr^inoritv o; rr„> r- 

v.or-:;- jr-.: r:,o5,r -n^^f.iv v.orl.-:-, b.,: tr,:-; <n,|, compounds r-ie pro:^^'■•,'. ^f r-r 



N:s'-' soil ; ff^or,d'.;tio:i c^f 



''' ""^ '■■ ' --^ : :l-oor;.:| r-so-r. :o s'r.p.,,rt r-,-,r,<,.-!v.-s 



:'::'<d f, 



62 



; y j Q:-: : rt ri^, s^'OJid lyj I CO p<er c en t f ecitr rally f ur.df-d , To r e qu i r c c n y 
-.'■.;:v; stGto fund<; car' preclude as^-i'-.tonce to .-rtc.ny t'conomical iy distressed 

t'le ■..'OT'it pc'Ssir^ie tl'-^v, Dcrriculcrly In cosf.'s wner' an ar':;a is rieavily 

single dli!^e^5,'^^•J ncijstrv or en-plover, 

jOLis pro cr'-i:-. . — ^^e 'r-oder", ef^ilvalen! of tr-.e ',V^A, C^.C. etc., tc 
•r.illior- "CDs js nt'^.-Cj'.^n now, T'l^* tTr,ergencv 5^-? fjillior, pi on i'.'St 
'•■ ' : tG^.'lr o.'"il / , f vi' : . .^ ifuf first ins f al I rnent of c: 

-■ - ' ' ■ ;j|( J .'ri-rf d c'l',: ' t i.- 'ir-T,j/ :>n on ei:pc:n:ii(^:-,(,ry 

* t'" •'• r' A i•^.ls^^.;^[■■J^.''; firO'jrtir^i f ,1 disicK:ot!-d workers l.s 
vT. ".-onon-v A^r^ d^;^''ession Ifvl i -'^-nip'oyrT^ent , the ren! issue 

' .r;i ;ri'-; prt.'.jr j' r is ^Jlo^e <x;nnct solve our e<:onorn!C ^.rob'ems. 
;■ ■ .r'i.,r::;r: "■■■■:\i'r.l of <; :r.,' r-,pr"! pi/nsl ve Inbor market policy which has 
■ --n./- ; ■■/•i.'.:-. r.r,<\ i<j\i <»'npioy'Tie/M - 'A'itr.out such -n nctional 
■.T'Ai ' ]t"\ Tr-i-iing ororjcr.rs vf!) f-,nve lirfle r^'oson to fe»-'l 

■w ' I ' d • I ■ ) . 

'■ ■ • : ■ "', >.;;;>.;■!■:■.■'■ I f / i pr."se'r-it i he [ 'AV,' ' s vi*.-v/s. 
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Mr. GfjpHARDT. Thank you for excellent testimony, both writt-en 
and what you presented here this morning. Representative Lovvry. 
Mr. LowRY. Thank you, Mr Chairman, 

For retrained workers in old industries to go to new opportuni- 
ties of employment, will there really be the opportunities for em- 
ployment in the private sector.^ Are we kidding ourselves when we 
talk about being able to find econom'-c activities in the private 
seetor for a significantly large number of people? Is it in the pri- 
vate sector, or do we have to have a different attitude toward 
public service'.^ 

Ms. Fischer. No. Obviously, the public sector would absorb :-otne 
of the people, too, but we are thinking, and this is what my third 
point at the end was of an industrial policy. We think that we have 
to strengthen our basic manufacturing so that those people eventu- 
ally will get a job back. They may not get a job back in auto, but 
they may get a job somewhere else in industry. 

So we are not only thinking of becoming a sen'ice economy, so to 
speak. Right now there are no jobs, no question about it. It's been 
mentioned several times since I have been here. VVe do believe that 
there is room for — not room, but need — for training. But what we 
are seeing is that training is the only thing that is being done, and 
that is not nearly enough. 

Mr. LowRY, You know, there is only a certain amount of comput- 
ers; Atari is moving out of the country. 

Ms. Fischer, Right, 

Mr. Lx:)WKV, With this collapsing of the world economy where are 
they going to sell their products'.' We are going to increase our im- 
ports and our e.vports. 

In the private sector, are there enough potential jobs in the pri- 
vate economy for retraining steel, auto, and other workers where 
there is overcapacity at this time? 

Ms, Fischer, I think the question then becomes, are we going to, 
you know, continue to strive toward full employment. I think we 
have to, I think the question of the world economy has to be ad- 
dressed, I think there, what you are pointing out is the need for 
other economies to rebound along w^ith ours, because there is just 
so much interdependence. But also the fact that, as somebody men- 
tioned before, we need a national strategy, a national manpower 
.^^trategy. 

We will have to look at the jobs and say, are we expecting people 
to work too many hours? We are seeing technological advance- 
ment, as I mentioned, in our own industry that is going to contin- 
ue, and that is good. But the question then becomes, who are going 

be the people holding the johs? I think one of the things we will 
Ave to look at is the reduction in the work week, 

Mr, Lovvry, Not to extend this philosophical discussion too far, 
but are we concentrating too much on the fact that the jobs have to 
be there in the private sector? Are we being absolutely unrealistic, 
playing to what people want to hear, making believe that some 
way the private economy out there is going to provide the jobs 
when we can't -^ven really name the products that are going to be 
utilized within that private sector that would provide the future 
number of jobs*^ Should we be addressing more the ether needs in 

I! 7 
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society, of education, of no approach at all to crime, of things that 
really fall more into the public domain? 

Ms. f'iscHER. I am all for— we in the UAW are all for a more ac- 
tivist Government. That means that there is going to be more 
people working for the Government. I think also that this means 
that the functions the Government is taking upon itself to provide 
right now, have to be expanded. For example, we don't see any- 
thing wrong with, in fact we would welcome the Government 
taking a bigger role in energy. 

Now, that is going to take people. And also some of the examples 
that you have given, of course. That is going to take people/We 
have nothing against the Federal Government providing the jobs. 

I think that what I want to say is that we are not only looking at 
service jobs here. When I talk about energy, these are jobs that are 
much closer to the jobs you see in manufacturing, than the jobb 
you see in community development type of services. 

Mr. Lx)WRY. Just one other area that I know you mentioned, 
health care insurance for the unemployed. Do you have a plan of 
how we would really make that v/ork? How do we take care of the 
health care insurance for people who are losing their independence 
because they are no longer covered by the company policy? 

Ms. Fischer. I know that there are some proposals around, some 
initiatives. One of them would be for the Federal Government to 
give block grants to the States so that they would use them to pro- 
vide health care insurance. There, of course is never going to be 
enough money to take care of the 12 million unemployed, but at 
least we could set some priorities. We could have pregnant women 
and young children be the first beneficiaries, first in line for this 
health care. So I think it could be done. 

It seems that it is much more difficult to get Congress to vote 
those funds than it would be to deliver the funds to the people who 
need them. Although I recognize there is the eligibility problem, et 
cetera There are problems. But we think that grants would be one 
way to funnel funds, allocating them to States according to the un- 
employment rate. 

Mr LowRY. Can you expand upon what you think our interna- 
tional trade policy should be? Your third point. 

Ms. Fischer. Well, as you know, we are supr^Tting and h;ive 
thrown all the resources of our union behind t;. Local v.'onten: rV:t 
which is now H.R. 1234. We believe that that is whaV is rucesr^^^ry 
right now to stop the deterioration in auto and to really give an 
opportunity for the industry ^o get back on its feet. 

Also, to bring more investment here that we need, and jobs that 
we need, while preserving the options for the consumer. We see 
H.R. 1234 as an investment bill where we would give a very strong 
incentive to the Japanese companie: , because it's them that we are 
talking about, of course, to come and invest here and provide jobs 
while they service this market. 

Mr, Lowry. As far as al: world trade in addition to automobiles, 
how much of the markets in the United States and how much of 
the markets outside the United States? 
Ms. f'/^rHER. In ternv of auto? 
Mr. Lo;',-'v J I f'lins of all products. 
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y .r-{'i\yAi. h'^-ank ly, I dori't know [hii\ fii^urc orfh:uui. iU'^. wc 
-.iVi' 1)',' rriark'-i in a lot of areas. In most ol' them. 

Mr. I.O'AKV li \ve just uso consumption, which I don't think. I 
(;;in*t irna^inc th/ir. consume a ttiird of the products, which 
nu*an- tuo-thirds ar(' outside of the countrw There isn't a real 
(ianicei" — fVankl\- I don't u"ant to ^^o on on this — isn't thiere a real 
danger- of reciprocal action by other nations to things like the do- 
rnesrij content bill thrit are LToinLT to be devastat in^^'.-* 

Ms. F''iS("]{r:u. WelL no. I)ecaii>-*. all other ti at ions u-fjich. ha\'e an 
liiVJ) industry Ik ve sr^rne kind j;rotection of their industry. S. if 
Ut' say tile Japanese u'ouh: r-eialiate, then where would they go'.' 
Where would the\' to buy the products tliat they need from us'.^ 
Wfiere would the\' f"ind a country that does not liave some kind of 
rrsi riction>— if vi; want call them tliat — as we would like to 
impose her(-'.' 

We are v^t;. ix-rru^d about that. .Aiter" all, v.-e not only repre- 
sent werkers in industries alTected by imp(jrl>, but we represent 
many workers in industries which depend ver-y mucli on exports. 

So we ha\'e lo(>ked at thai \ery carefully and we just don t see 
any danbCc^r really of that hap[)ening bc-cause of tb.e sf)ecial situa- 
tion that the auto industrv" tias in other counti'ies. tlie special 
measures that ha\'e been put in place to [)!-ott>ct the auto industry 
in uther countries. 

Mr. L(AV}n'. I don't agrt-e on tliat. Hut I agree with you on other 
p()rti(;ns. We can argue on that a long time. I have spent a lot of 
time talkiULT with exr'epresentat ives of your market on the recipro- 
cal dan^^er on other- coui^tr-ies react itig. Ch.ina reacted in 1 day lo 
(Hir textile i" "^orts — in 1 day. 

We have ..i 'Million sL:r[)lu>. exports to China. In one day they 
wei"'- mo\'ing lO shal the- ■ down. It car^ go a icmg u'ays. Rut thank 
\'ou lor yf)Lir t-xcellent te.-;imony on man;/ areas of what we shiOuM 
be doinLf. 

Mr. (1ki'H.\!:i)-i-. I would l:Ke ask ahoui :he' v{;|unlar\' aj 
men I ihat now has bei-n >igne(] c:. for the tiiii'd >-ear on auto:- 
t he .Ja[)anf,'se, 

Ms. FiSCHKK. Y' 

Mr. (iKF'HAHDT. '-"'a.-- youv ur.inn. lo your' knnu- ledge. consiWivd 
abf.uK the third \far by an\' ui' our track^ offit'ia.l.^ heforx' ir.'- rd 
year v\-a- agrei-d to b>- the Ja[)anese'.^ Wer'e there an\' dl^ iis 
that \'oii ai"'* aware of w\lh officials of ycnir- union withi I'ne Ij"ade 
ol fic(\ or an>"body el 

Ms. f'lsi -HKK. \ :,: ibat Pr-esitlent [-'r'aser- was in discus- 
sions at the White :, arvJ basically niacie the p(jint of hou 
miur '■ " ru^'-d the legi.-iaiion that u ar-e sii;..por-i ing. I just really 
coulo. L go be\'ond that, I l)asica.lly do nni • ^)W, When the restric- 
tions wi'W put in place the first time. ; " r l-.on was that this is 
ni»t what we ^^■a^I. T!::,- {all> short of" w hat we need, but it certainly 

a r7iode^i ste[) in the r"]_;hl direct: or:. 

nffnurse. it didn't e\"en tinai out lo be that, because the r^iaj-kf-! 
went I [.rough the floor", anri the Ja[)an(^se im{)orts end(-d up taking 
more, a gr'eater shar-e of the market thari in thf previous year. 

.Mr- ( Jkph AfU)i , f^ul \-ou don't have any sp^'ciflc k nowh^dge aj 
whcth.-r the trade r-epresentat i\'(>'s office had conversations with of 
iicials nf votir ur->ian befor'e the third vear was aLO'eed to'.' 
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Ms. FiscHKii. No; I just couldn't comment on that. 

Mr. GkhiI v::!.)!. Let me ask about this retraining problem. From 
your figur-.s. you haw thousands of people in Ohio, Michigan, Illi- 
nois?, Indi£.na, and Missouri, I might add. 

Ms. Fischer. R^^zht. 

Mr. Gephakdtl-. Although we are in better shape than those 
States. 

Ms. Fischer. Yes; your unemployment rate is lower. 

Mr. Gephardt. Our three major plants are sUll ^.^pen, which is 
unusual, but you have thousands of workers who are now begin- 
ning to exhr.ust these benefits. What do you think is going to 
•*appon to these people? Will tliey leave the area? Are they going 
to go on welfare? What are they likely to do if L:.ey are not called 
oack to work? I take it the projection nov. is that a lot of them 
wouldn't be called back to work. 

Ms. Fischer. That is right. Well, ycj know, that is a real puzzle, 
of course. V/e know a lot have left, but most of them went to Texas. 
Of course, the situation there has gone very sour. There are no jobs 
there either, so they are comint; back. A. lot of themi are cc riMng 
back to Michigan. 

Not that they hope to — I don't know how much they hope to find 
jobs, but they couldn't find any jobs back there. The support sys- 
tem- were not there either. So I think some people, of course, have 
gone on welfare. Many people, ! suspect, families and single people. 
We have a lot of people on welfare with very minimal welfare as- 
sistance. 

Mr. Gephardt. Do you have any figures on how many people are 
now. stili on unem.ployment benefits and how many people ,are on 
welfare and how m.any of V'^.ur members have left the area? Do you 
have any statistics like that? 

Ms. Fischer. We don't have anything, you Im. that pertains 
only to our ui.ion. However, Ms. Siegner is telling me that we 
could supply yon with figures for States where most of the impact 
has come fron toworkers. We would be glad to provide that to 
you. 

Mr. . k.ak:)^^. That would be good. 
Ms. F:<f^* :KR. We don't have it right now^ 
[The ::iibrmati' r referred to above follows:] 

. -SIST.' vrv TO LaID-OfF UAW WOf^KERS IN' MiClilGAN AND OhIO 

More than : .•.<M'it"chs of the UAvV's membership resides in Michigan and Ohio. 
Unemployment in both Sta'^es has been of unprecedented duration and depth, affect- 
ing more people and lasting longer than any other downturn since the Depression. 
The economic downturn has lasted so long that hundreds of thousands of the unem- 
ployed have been unable to find work and have exhausted their unemployment com- 
pensation benefits. In 1982. 135,000 workers in Michigan ^nd 121.000 workers in 
Ohio exhausted their Federal-State extended UI ben^'fits, and H^rOOO workers in 
both States exhausted their r'ederal supplemental compensation benefits. 

Public assistance caseloads have risen dramatically since ihe onset' of the reces- 
sion, primarily because more and more Michigan and Ohio residents have joined the 
"new poor" ■^'> they have exhausted their unemploymerii benefit*; and saving;^. The 
number of Michigan residents receiving direct public assistance payments has 
grown nearly -ii) percent since 1979. A total of 1 inillioii Michigan residents received 
money assiscapce during 1982 in any given month— nearly 12 percent of the State's 
population. Although at this time we do not have the corresponding d?Uiil for Ohio, 
the experience in Ohio undoubtedly has been similar to that in Michigan. 



cause the parL-ni's •j:;'.'n-;p].'..y::ir;nt ha.-^ dt-privt-d th^' ^"hiidrt-r^. 'or child ^ in tlv.- lan^.iy 
of parental supp4;rt or car♦.^ fia> risen dramaticidly ovor th'^* last .S year^ — Troni 
about 1^'..'M,'0 recipienus r:iunt.b.]>- ir^ ll^-^i) to l•■;^Ol!^■ a month !''""J In Ohio, month- 
ly recipieut^s have ri^en [r')n\ I'-i.'i^'i) t'. 1»I.m'*<: }io'.v».'. (.'r, r • ■ of fa!ni!i<*r who 
would have b'-ep. ei.^Mble for arid received A?'LX*-l* bf-:';"-^ : to the more re- 

strictive Federal el:^:ibility requirerr:!-i:U which to^ok e' -ber 1. li^^-'J., have 

been forced to turn to emer^^ency service.- until they have u. L^p their asse' > do-A-n 
to the poveriy level 

(k-nc^ral asi^istance (}A>, a Slate prfyt^ran) providmt: cash assistance a^d niedic,-,'. 
coverage primarily t.> low income. -in^'Ie adults, and childlt-ss couples, also js -'-n-;- 
t've to iricreiises in uneniploymt.'n^ Th^.- numr^^T of ^.JA recipients m Michii^Mn in- 
•;r-;i>ed dramatically fmni l!*s^) to fron: e.n averatr^ of Sf;,(K)il per month v.- 

:;-.iM)0 m'.'r:!h, lK -;;::e < ^v'lbility cutback-, which eliminatrd thousand,- 'r..'. ■ 
(iA and wh;ch barred tl:o'JSands m(jre fro", qualifying for benefits, the numb* ; 'jf 
(^t:\ recipier.L- went up a^'a:n m I'.^Mi to an ..^-.-rai^t' of liio.OiHi --ecipients nujnt'h.iy 
(>hi(j. monthl>' f^eneral rt-lief recipients rtjse t>om ifoi) in ].^^!' to "-.^.OnO :r: ' 
and t(; nni.oon in W^-^i These sharp r.-e- rt-ra-ct t/ie p-r-i-tfn of hi^^h unf::ipl()> - 
mr-nt m \y)X h States 

Mr. GHPHARin-. The ia.st th-n^' is. in a hearing I had in St. I -viis 
last PVidav. we found that undt - M: uneniplovmcnt comp-r'n -atior. 
law in Missouri, I'-nemployed r: . f ' or^f could not go to retrain- 
ing school at the junior colleges unemployed. becau:3e one of 
tiie requirements in Missouri is i;. : .n order to get the compensa- 
tior have to be ready to take any available job. and you have 
t'' rough a drill with the unemploym^^nt office. 

Ms. f'lsCHER. I see. 

Mr. Gephardt. So ih.-i we could not ha\-e these people go i.. , e- 
"". lining during the period they are on unemployment compensa- 

m. Is that the case, to your knowledce. in most of the States 
vv liere you have high unemployment'.^ 

Ms. P^iscHEK. Yes, apparently that is true in many States. Again, 
we don't have the list and we will he happy to provide that to you. 
t(jo. Michigan is not one of then^ 

Mr. CIkfhardt. Would y<.)U do t;i:it, give us *.hf li-- and what liie 
laws are in those States'.' 

Ms. F'lscHKK, Sure. 

Mr. (.iKPifAKir.-. Wf vsould a^jprt-ciate ^hai. 
VVhi' ' n^'^ -^tjit rei'erred to ai'ove l()iio\vs:l 

Mdi-rli in. ■: 

Tp.Ai.M.N . i 'I bir..\KFl-IS 

1.- in rf> p.. Jm \niir requc-r -fjr a h-' i\ U ■ states whrre unemp. _ --d wnrk- 
*'r- art m«dii;ibi*' for I"! ii ihe> p.irt icijja'e \v. traiMn^' pr<n:'*'irr. 

1 he :nn-t C')n>[)rrritT^. - iv e en::. ;, iris( ..-i state unemployment iri.-uranc*' is put out 
b\ the 1 )t-partm''nt n[ Labor, Aitach^^d are the excerpts pertaining: to training. As 
ffi'' rnatt-rial indica:^.^,, :h»' Kt-deral I 'nf-n^.ployment I'ax Act !-'fITA> require? that 
al! -t.it''-- pFT. idf ■''-.rnj>i'nsat]on to eli^^bl" beneilciaries fc^r any week during which 
sh" he an<-ri'! ; .; fr'.smin^" cou rse approved by the state L'l a^^ency. iIov.--ver, the 
b.'deral lav. d'M'- nut pi^ • :d(' crit<>'-ria for the state's to us*- in ♦n-aluatin^ \ r:\ ,in^' pro- 



^:rarns .Soriir -lates have i'jrfiTincd tric •>landards to be u-ed, but ri: ■■ v d" ')! spt^ci- 
\\ critrn.i lOr appro\a! .Accordirii; !<> I'iif Dep.artnient of L;ihor. : 'vr,. traininK' 
CerwraliN is limited to vocaTamal or l)asic erlucatinn training:, Wr ■ a thorough 
searcti I'i each ^taf'^ - laws a.n.d the applications of -uch laws to trai:..:.., prr)^'ra,m'^, it 
wfji)' : Sf irn[)nss:b''- to cnn^iale a ;ist of the ty[)»-s "! M'ainin^' pro«:rams that ..■'>' ap- 
pr-v.-d and disap[>roved in <\\rh -Tate 



\:<i) TH.\isis<. .\ ;<•/::>:-•:•: A : •' 

WcL^hir.j-'iri, iJ.C.. -/r: . , .".V.-. 
^ 'Mi'Ai-:>.;N S7ATK i ."m. M PI/j V M KXT InSI'KAN'-K 

To \'[ LV)mpap.is«-jn Ui^KH<; This traii<m:*Ltal bt'^^'n.^ a ^erif> cf >-:r..::n-, i 
sior.> re!l</ctin^' changes in Slate Linemploymf'nl insuranci- i\\ix\ !->•■•.•,•.:. 

tivf ^:nce publication of the January U^><2 CornfKiru<nn in ir> nfvv fn rrruit 

^•v:>t'd pui^es indicated by Revised January V.^>'A I^i^.-c- f.- r r..-.. 

:;o?-j oni;. will idv-iLified with the ne'A dat- 



A%-A-:_\. :..;tv Dc hing '! ^A;■-:• 

vi>iori> rt';;::in^ to \7.-- .availability c\ \r:i\v.rvr i :i;;\-ai!ab:i. ■ \ 

(J I -rudt-r/ included in many Sta^t- laws. The stucicT.t prov:-i(.':-i> :ir-:- discussed in 

-t-c:ion -i ' 

■ -J- Fl . ''quires. :■.> a cor.d;':'jn for eir.pl lyer? in a ^'a!*/ in \ riornial tax 

th:i< St^te i^ws provide ihat conipt:'n.sati(>n shall n(»t b' i\ - • j to an other- 
: :;ble individual fr.r any wetrk durin^^ which he i? attend ir-v: i ^rainin^^ course 
• appruvai uf ihe Slate ai^ency. Aiso. aii State iav.-'; ;vide that trade 

ce.s not be denied to an otherv^nse e:i^;il)]e indi» :.v - ; ■ :v week during; 
ne i« in training' approvt^ under the Trade- Acl o' ■•'7: --.-ause of leaving' 
able empioyn-a-nl to enter such training- In addir St...te law n-.ust prt> 
.-■ that individuals in training not he held ineli^'inle . .■'ified ^jr bein^' un- 

available for work, for railing" to n^ake an active searc:i U:r vr.j k. or for failing to 
acoept an offer of. or for refusal of, suiUibU/ work 

Prior CO the enactment of the Federal law. u\i}rv than hia.'f \h\- Stat^-s had pr'-vi- 
sions in their laws for the payment of bt^nefif,^ To individuals takin;: training or re- 
training coi:-<es. The requirement of the Fede- ' law dof.*r; n.;t extend to the criteria 
that States n.ost use in approving training. A' igh some Slate !av.-s have sot fnrif, 
the standards to he used, nnany do not spe^ what typ^^'^ of training Gcneraiiy, 
appr vr-'i rr^iinint: is limited *o v(w;ational or -.asi: education training, thereby t 
eluding regularly enroi'ed -tudvnts from coiiec'ing b*>nefits ar.der the approve. 
Training provision. 

Massachu-^etts and Michigar:. m addilrfin to pro\-idinr: re^-ula.r ben*Mlis whii<> in^" 
claimant a 'tends .an industrial retraining or otlier voci^'-nai raining c'>urs<.'. pr(. 
vid..' exfer. -<1 l^-ni^fits equal to 1^ t-:rne- !l/.' t ra^rjf-:-'- •■rki'- ht-n.-fits rate 's>^c 

While in -Imost all th(^ participatic'H vA claimant^ m approved train:ng 

cour>.es. i:- ■ .;r;tary. in t h«.- District ^. < olumhia, Idaho and Miss.-njri <in :ndi\ iduai 
ma\- bt* reija.ra-d to accept -Ji di training. 

California h;ii^ establisht ■ denionstration projirt to last ur.ril thai will, 

using special eligibility criteria and other procedures. ":c ■ Tectiveness of train- 
ing seUnrt^ individualr.* for new j-bc while collecting unernpio^. ."-ent bc^nents. -'.iso. 
established an emplovment training prog-arn to last until January 1'.*>^'7. to fu^^er 
creation, minimize employer's unemployment costs and meat (-in plover's nef'd> i-.-.r 
skilled workers by providing skilled training t(j receril unerTipioy.'T/. ins'/'-ance 
claimants, exhaustees and {>otentiaIiy displaced workers. 

Ji'>OOJ Students. — \k^t btates exclude from coverage service performed h» stu- 
dents for educational institutions 'Table New York also e\a ajdes part-time 
work by a day student in elementary or secondary school. In addition, many St^ates 
hav(> sp<^.-x:ial provisions limiting the benefit rifht^^ of students who have had"covered 
employment. See Tarde -MT. In .some of for-.- States the disqualification is for the 
vluration of the unpn^.ploynient; m others, aarang attendance at schcwl or during the 
•<ch(KiI term Colorado provides for a disqualification of .'.ai H to !:.: we^.-ks plus an 
♦'<}ual r*.'duction in bt^nefits In Iowa a student is considt-red to hi- engaged in "cus- 
tomary self-em pi rjyir-erit -nd as such is not eligible for benefits, ldah(j di^'S not con- 
sider a student unem;'-'-.' • ' while attending schfx?! d'jring th(- customary working 
hours of the v'x:cupatir' . . .t.ept for students in approved training 

^ A few St.itt^s di.squaiify claimants during .'^cho t attendance and Montana and 
i tab extend the di.>-(i jalification to vacation perr>as. In Utah the dis(]ualirication is 
not applicable ifth^ major fK^rtio'- cf tK.> ::.d -aduai's base-perifKl v.'ages were earn(-d 
^^hl^■ •itt«-r-<hnr Ir, f>fv"' :-.;a!f^ ^tiui^-nts a.f d^-env-d n:^' ■■.iil.ih!.' for wnrl: 
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Ms. FiscHKK Well, Ms. Siegner is also telling nie that under 
JPTA you are able to continue to collect UL If you go through 
training, you are able to continue to college. That would be in the 
dislocated workers portion of JFTA. That would be like a national 
guideline. So Missouri — you are talking about funds in Missouri 
which are not JPTA funds? 

M ^^p"APDT. Right. 

Mv /iscHEk. Right. 

Mr. Gephardt. Apparently, you see, there were a !j1 of unem- 
ployed workers getting unemployment who would like lo just 
enroll with their own money in the juiii^r college. We have a vi.^ry 
good junior college system in Missouri. They havi..- lots of training 
programs. 

Ms. FiscHKR. Right. 

Mr. Gephardt. They wanted to go there wh-ie they were unem- 
ployed, which m£.kes good sense to me, but the> couldn't do it. 
Ms. Fischer. Yes. 

Mr. Gephardt. I guess in one of the extended benef-: programs, 
you have to be on the street 8 hours y lookin;j^ for |oh. 
Ms Fischer. Right. 

Mr. Gephardt. I guess you could go at night but it would he diffi- 
cult to work it out. I would like to know how many States have 
that problem. It seems we have an unemployment comp program 
that is costing both State and Federal Government and employers 
a lot of money to support. 

We do want to extend the benefit. I think it is very important to 
do that. But it seems to me that is time and money that could well 
be used in retraining while people are unemployed, rather than 
going up and down the street looking for jobs that aren't there. 

Ms FrscHKR. Right. 

Mr. Gkphaf^dt. Thank you very much for being here. I appreciate 
vjTv niU''h your participat ng here, 
Ms. FiscHKH. Thank you very much. 
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Mr. Gephardt This will end this of th:< 'ask force he 

ini;. We will }vtve an additional and h'.^\ ses.j^ion on T--.;r^dav aft 
noon of tills week. I'hank you. 

! Whereupon, a: i ] -4') a.ni . i ■ . -^cc- v^ :.> a^^ rned. ■ 



